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FEDERAL POWER ACT 
(Upstream Benefits) 


WEDNESDAY, JUNE 27, 1956 


Hovsp or REPRESENTATIVES, 
SUBCOMMITTEE ON TRANSPORTATION AND COMMUNICATIONS 


OF THE CoMMITTEE ON INTERSTATE AND ForEIGN CoMMERCE, 
Washington, D. C. 


The subcommittee met at 10 a. m., pursuant to notice in room 1334 
of the House Office Building, Hon. Oren Harris (chairman of the sub- 
committee) presiding. 

Mr. Harris. The subcommittee will be in order. 

The committee has been called this morning for scheduled hearings 
on H. R. 7468, sponsored by our distinguished colleague, Mr. Gary, 
of Virginia, to amend part 1 of the Federal Power Act. 

This bill would amend part I of the Federal Power Act to provide 
for the payment of charges to be determined by the Federal Power 
Commission, by Federal and non-Federal hydro-electric projects bene- 
fited by a reservoir of other water-use facilities constructed by other 
parties. 

It would also raise from 100 to 2,000 horsepower the exemption of 
small hydroelectric projects from certain licensing requirements and 
it would also amend section 15 of the act dealing with renewal or 
issuances of a new license for hydroelectric projects. 

A copy of the bill, together with reports of the Federal Power Com- 
mission and the Department of Agriculture and the Department of 
Interior as well as the Bureau of the Budget will be made a part of 
the record and included at this point. 

(The documents referred to follows :) 


[H. R. 7468, 84th Cong., 1st sess.] 
A BILL To amend part I of the Federal Power Aet 


Be it enacted by the Senate and House of Representatives of the United States 
of America in Congress assembled, That section 10 (f) of the Federal Power Act 
is hereby repealed. 

Sec. 2. The Federal Power Act is amended by adding the following as a new 
section : 

“Src. 31. (a) Whenever any hydroelectric power project owned by non-Federal 
interests is or will be benefited by the construction, operation, or maintenance 
of any reservoir or other water-use facility, the Commission, after notice to the 
owner or owners Of any project so benefited, and after opportunity for hearing, 
shall determine and fix a reasonable and equitable annual charge to be paid to 
the owner of such facility furnishing such benefits, including the United States 
if it be the owner of the facility providing the benefit. The annual charges 
hereunder shall be such part of the fixed costs of the facility furnishing the 
benefits plus such part of the annual operating and maintenance costs of such 
facility, including land rentals and similar charges, as the Commission may deem 
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equitable: Provided, That such annual charges shall not exceed the value of the 
benefits realized or received. 

“(b) Whenever any hydroelectric power project owned by the United States 
is or will be benefited by the construction, operation, or maintenance of any 
reservoir or other water-use facility, the Commission, after notice to the Fed- 
eral agency operating the project. so benefited, and,the Federal agency or owner 
of the facility furnishing the benefit, and after opportunity for hearing, shall 
determine and fix a reasonable and equitable annual charge to be paid to the 
owner of such facility furnishing such benefits, such charge to be determined as 
provided in the preceding paragraph: Provided, That payments shall be required 
for benefits furnished by one Federal facility to another only if the cost of operat- 
ing one of said facilities is payable from the revolving fund, and the cost of operat- 
ing the other is payable from some other fund or direct appropriation: Provided 
further, That where no payment is required, the charges determined shall 
nevertheless be considered as an expense of the facility receiving the benefits 
and as accrued revenue of the other facility; with an appropriate equal adjust- 
ment in the repayable Government capital invested:in each such facility. 

“(c) Annual charges assessed hereunder may be readjusted by the Com- 
mission at periods of not less than five years after notice and opportunity for 
hearing or readjusted at any time by the Commission as changed conditions may 
warrant after notice and opportunity for hearing. 

“(d) All charges collected for the benefits provided by any facility owned by 
the United States shall constitute revenues of the facility providing the benefit 
and such revenues shall be disposed of in accordance with any provisions of law 
applicable thereto. 

“(e) All parties affected by any determination hereunder (except any agency 
of the United States in each instance where the cost of operating the facility 
involved is financed by direct appropriations) shall bear a reasonable share of 
the cost to the Commission of making the determination, and all such parties shall 
pay their share of such cost as fixed by the Commission, into the Treasury of 
the United States for credit to miscellaneous receipts: Provided, That for those 
Federal facilities where payment into the Treasury is not required by this 
paragraph, the reasonable share of the cost as fixed by the Commission shall 
nevertheless be considered as an expense of the facility involved. 

“(f) Appropriations or other funds available for operation of the facility con- 
cerned shall be available to pay the annual or other charges that may be assessed 
against the United States pursuant to the provisions of this section. 

“(g) No party receiving a notice under subsections (a) or (b) of this section 
shall be required to pay annual charges under this section for benefits received 
prior to the enactment of this section or be required to pay annual charges 
under this section for benefits received more than five years prior to the date 
on which the Commission gives notice to such party as provided in subsections 
(a) and (b) hereof; nor shall any party receiving a notice under subsection (a) 
of this section be required to pay any non-Federal interest annual charges under 
this section if it is paying or is required to pay similar annual charges under 
State law.” 

Sec. 3. Subsection (b) of section 10 of the Federal Power Act is hereby amended 
by striking out the words “one hundred” and inserting in lieu thereof the words 
“two thousand”. 

Sec. 4. Subsections (e) of section 10 of the Federal Power Act is hereby 
amended by striking out the words “one hundred” and inserting in lieu thereof 
the words “two thousand”. 

Sec. 5. Subsection (i) of section 10 of the Federal Power Act is hereby amended 
by striking out the words “one hundred” and inserting in lieu thereof the words 
“two thousand”. 

Sec. 6. Section 15 of the Federal Power Act is hereby amended to read: as 
follows: 

“Sec. 15. That if the United States does not, at the expiration of any license 
issued under this Act, exercise any right it may have to take over, maintain, and 
operate any project or projects of the licensee as provided in section 14 hereof, 
and if the licensee has made an application for a new license, the Commission 
shall issue a new license to the licensee upon such terms and conditions as may 
be authorized or required under the then existing laws; or, if the licensee has not 
made an application for a new license, then the Commission may issue a new 
license under said terms and conditions to a new licensee, which license may 
cover any project or projects covered by the expiring license, and shall be issued 
on the condition that the new licensee shall before taking possession of such 
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project or projects, pay such amount, and assume such contracts as the United 
States is required to do, in the manner specified in section 14 hereof: Provided, 
That in the event the United States does not exercise the right to take over, or 
does not issue a new license to the then licensee, or issue a license to a new 
licensee, upon reasonable terms, then the Commission shall issue from year to 
year an annual license to the then licensee under the terms and conditions of 
the expiring license until the property is taken over or a new license is issued 
as aforesaid.” 





DEPARTMENT OF THE INTERIOR, 
OFFICE OF THE SECRETARY, 
Washington, D. C., January 18, 1956. 
Hon. J. Percy Priest, 
Chairman, Committee on Interstate and Foreign Commerce, 
House of Representatives. 


My Dear Mr. Priest: This is in response to your letter requesting the com- 
ments of this Department on H. R. 7468, a bill to amend part I of the Federal 
Power Act. 

Enactment of this bill would accomplish three purposes: 

(1) It would repeal section 10 (f) of the Federal Power Act and substi- 
tute a new section relating to reimbursement by owners of hydroelectric 
projects which are licensed by the Federal Power Commission and which 
are benefited by other parties’ construction, operation, or maintenance of 
reservoirs and water-use facilities. It would also provide for reimburse- 
ment by the United States in similar circumstances. 

(2) It would change the 100-horsepower provisions of section 10, sub- 
sections (b), (e), and (i) of the Federal Power Act to 2,000 horsepower. 

(3) It would modify section 15 of the Federal Power Act to provide, in 
effect, that if the United States does not exercise its right to take over, 
maintain, and operate a licensee’s project at the expiration of a license, the 
then licensee shall have the first right to a new license. 

Careful consideration was given by this Department to the provisions of the 
first part of this bill in connection with S. 3434, 883d Congress. The only sub- 
stantial difference between that bill and sections 1 and 2 of the present bill is 
the addition to the latter of a new subsection (g) which has been recommended 
by the Federal Power Commission. A copy of our report to the Senate Committee 
on Interstate and Foreign Commerce recommending enactment of S. 3434 is at- 
tached. That recommendation is renewed with respect to sections 1 and 2 of 
H. R. 7468. 

The other two subjects covered by H. R. 7468 do not appear to touch this De- 
partment’s operations. We have, therefore, no suggestions to make concerning 
them. 

The Bureau of the Budget has advised that there would be no objection to 
the submission of this report to your committee. 

Sincerely yours, 

Frep G. AANDAHL, 
Assistant Secretary of the Interior. 


DEPARTMENT OF THE INTERIOR, 
OFFICE OF THE SECRETARY, 
Washington, D. C., June 2, 1954. 
Hon. JoHN W. BRICKER, 
Chairman, Committee on Interstate and Foreign Commerce, 
United States Senate, Washington, D.C. 


My Dear SENATOR Bricker: This is in response to your letter of May 24, 1954, 
requesting the comments of this Department on S. 3434, a bill to amend section 
10 (f) of the Federal Power Act to provide that charges shall be paid by Federal 
power projects which are benefited by stream improvements constructed by other 
parties, the payment to be determined in the same manner as for charges to be 
paid by non-Federal interests, and for other purposes. 

The Department favors enactment of this bill. 

Careful consideration has been given by the Department to the provisions of 
this bill and to the general problem of computing and assessing benefit charges 
as among water-resources projects. The Department is currently cooperating 
with the Federal Power Commission in its investigations to determine headwater 
benefits accruing to licensed projects from the Grand Coulee, Albeni Falls, and 
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Hungry Horse projects in the Columbia Basin and the Canyon Ferry project 
in the Missouri River Basin. 

One of the principal objectives of the bill is to provide that benefit charges be 
assessed on Federal power projects which are benefited by other stream improve- 
ments owned by non-Federal interests. The Department fully agrees with this 
objective. As the President stated in his 1955 budget message, it is only equi- 
table that this be done. If non-Federal interests are assessed for payment of 
benefits received from federally owned projects, they should be compensated when 
their projects in turn provide benefits to federally owned projects. 

An earlier version of this bill in draft form has been reviewed by the Depart- 
ment which suggested certain perfecting amendments. The language of S. 3434 
adequately takes account of the suggestions of this Department, and we have 
no further comments or suggestions. 

The Bureau of the Budget has advised that there is no objection to the sub- 
mission of this report to the committee. 

Sincerely yours, 
RA.pH A. Tupor, 
Acting Secretary of the Interior. 


DEPARTMENT OF AGRICULTURE, 
Washington, D. C., January 18, 1956. 
Hon. J. Percy Priest, 
Chairman, Committee on Interstate and Foreign Commerce, 
House of Representatives. 

DEAR CONGRESSMAN PRIEST: This is in reply to your request of July 22, 1955, 
for a report on H. R. 7468, a bill to amend part 1 of the Federal Power Act. The 
bill would repeal section 10 (f) of the Federal Power Act and substitute a new 
section 31 providing that charges shall be paid by Federal as well as by non- 
Federal hydroelectric projects which are benefited by a reservoir or other water- 
use facility constructed by other parties. The charges would be determined by 
the Federal Power Commission. It would amend subsections (b), (e), and (i) 
of section 10 of the act by raising from 100 to 2,000 horsepower the exemption 
of small hydroelectric projects from certain licensing requirements. It would 
also amend section 15 of the Act dealing with the renewal or issuance of a new 
license at the expiration of a license for a hydroelectric project by clarifying 
the right of the existing licensee, if the United States does not exercise any 
right it may have under section 14 to take over such project, to have a new 
license issued if application is made therefor. 

We recommend enactment of the bill. 

Since the Department does not own or manage hydroelectric power projects, 
it is not directly affected by the bill. The proposed section 31 may slightly 
increase the cost burden upon some downstream Federal hydroelectric projects. 
However, compensating benefits will accrue and equitable considerations support 
equal treatment for all downstream facilities regardless of ownership. The pro- 
posed change in the exemption of small projects appears reasonable in the interest 
of simplified administrative procedures and the reduction of administrative costs. 

The Bureau of the Budget advises that there is no objection to the submission 
of this report. 

Sincerely yours, 
TRUE D. Morse, Acting Secretary. 


EXECUTIVE OFFICE OF THE PRESIDENT, 
BUREAU OF THE BUDGET, 
Washington, D.C., January 13, 1956. 
Hon. J. Percy Priest, 
Chairman, Committee on Interstate and Foreign Commerce, 
House of Representatives, Washington, D.C. 

My Dear Mr. CHarnrMAN: This is in reply to your request of July 22, 1955, 
for the views of the Bureau of the Budget on H. R. 7468, a bill to amend part I 
of the Federal Power Act. 

As you know, the President has recommended that legislation be enacted 
to authorize the Federal Government to make payments to non-Federal owners 
of water resources projects when Federal hydroelectric power developments 
benefit from these projects, in the same way that non-Federal owners of hydro- 
electric projects are required under present law to pay for benefits received from 
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Federal or other water-use facilities. Sections 1 and 2 of H. R. 7468 would 
accomplish this purpose, and their enactment would, therefore, be in accord with 
the program of the President. 

In addition, sections 3, 4, and 5 of H. R. 7468 would amend existing law by 
providing for exemption of hydroelectric projects of 2,000 horsepower or less 
from certain license conditions. Section 6 would provide for relicensing the 
same licensee, upon his application, if the United States does not take over a 
project at the end of a license period. The Bureau of the Budget would have 
no objection to enactment of these provisions. 

Sincerely yours, 
Percy Rappaport, Assistant Director. 


ee ee 


FEDERAL POWER CoMMISSION, 
Washington, January 19, 1956. 
Hon. J. Percy PRIEST, 
Chairman, Committee on Interstate and Foreign Commerce, 
House of Representatives, Washington, D. C. 

Dear Mr. CHAIRMAN: In response to your request of July 22, 1955, there are 
enclosed three copies of the report of the Federal Power Commission on the bill 
H. R. 7468, 84th Congress, to amend part I of the Federal Power Act. 

We have been advised that there would be no objection by the Bureau of the 
Budget to the presentation of this report to your committee. 


Sincerely yours, 
JEROME K. KUYKENDALL, Chairman. 


FEDERAL POWER COMMISSION REPORT ON H. R. 7468, 84TH ConGREsSS—A BILL To 
AMEND Part I OF THE FEDERAL POWER Act 


Sections 1 and 2 of this bill would repeal section 10 (f) of the Federal Power 
Act and enact a new section 31, which would require not only reimbursement by 
non-Federal power developers for benefits accruing to them from upstream 
facilities constructed by another, as does the present section 10 (f), but also 
require reimbursement by the United States for such improvements when con- 
structed by non-Federal interests. Annual charges thus assessed could be 
readjusted by the Commission at 5-year intervals after notice and opportunity 
for hearing. 

The Commission is in complete agreement with the proposal of the bill 
to provide for annual payments for headwater benefits received by non-Federal 
power developments and for similar annual payments by the United States. The 
Commission has consistently recommended that the Federal Power Act be so 
amended, and accordingly in its report of May 5, 1955, to the Senate Interior 
and Insular Affairs Committee on S. 1574, 84th Congress, urged enactment 
of amendatory language which is identical to that contained in section 2 of 
H. R. 7468. 

The Commission believes that the proposed legislative authority providing 
for the payment by Federal hydroelectric developments for headwater benefits 
received from non-Federal water-resource projects is sound in principal and 
essential to the more effective carrying out of the purposes of existing Federal 
waterpower legislation. Congress has followed the policy heretofore of requiring 
that those consumers served by federally constructed powerplants shall bear 
all of the power costs. The only exception to this policy, and one which would 
be corrected by the amendments proposed in sections 1 and 2 of this bill, is the 
failure to require that consumers of power from Federal projects share in the 
cost of headwater improvements which benefit those Federal developments. 

When a Federal powerplant receives water that has been stored at an upstream 
development and the Federal plant can utilize that water for generating power, 
there is no provision at present for the reimbursement of the owner of the upper 
storage reservoir for any part of the cost of his reservoir, notwithstanding 
the benefits derived by the lower Federal powerplant. However, if the bene- 
fits are received by a downstream powerplant owned by a State, municipality, 
or privately owned company, section 10 (f) of the Federal Power Act now re- 
quires such owner to pay part of the costs of the upper storage reservoir 
providing the benefits. This bill would remove the exemption now enjoyed 
by Federal developments, thereby placing all power consumers on an equal foot- 
ing. In other words, the bill merely provides that all power consumers, whether 
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served by Federal or by non-Federal powerplants, are to share in the headwater 
reservoir costs where power benefits are received from storage so provided. 

It should be noted that the headwater benefit charges under existing law 
as well as the charges provided by the amendments proposed in sections 1 and 2 
of this bill are not charges for water but are a sharing of the costs of facilities 
which make the water available when it can be utilized for power generation. 

Sections 3, 4, and 5 of the bill, by raising the limit of the so-called minor 
projects from 100 to 2,000 horsepower, would exempt from certain licensing “pro- 
visions of the act projects of 2,000 horsepower or less. The Commission in its 
annual reports to Congress for 1951 and subsequent years has advocated that 
the Federal Power Act be amended to raise the limit for minor projects. 

As of June 30, 1955, there were outstanding 227 major licenses, that is, projects 
having more than 100 horsepower installed capacity. Of this number there were 
65 major licenses for projects having 2,000 horsepower or less capacity, 42 of 
which are used for electric utility purposes, 20 for industrial purposes, and 3 
for resort or domestic purposes. Inasmuch as projects of 2,000 horsepower or 
less capacity do not at present appear to be of great importance in the develop- 
ment of hydroelectric waterpower resources, there would seem to be no serious 
objection to raising the limit for minor projects to 2,000 horsepower as provided 
by this bill. 

Section 6 of the bill proposes to amend section 15 of the Federal Power 
Act to provide that if the United States does not take over a licensed project at 
the end of the license period, and if the licensee has made an application for a 
new license, the Commission shall issue a new license to the licensee upon such 
terms as may be authorized or required under the then existing laws. Such 
an amendment should tend to eliminate much of the opposition to license terms 
of less than 50 years and back-dating the effective dates of licenses, particularly 
for constructed projects. The present act, by providing opportunity for the 
Commission to review the facts at the termination of the license period, is de- 
signed to safeguard the general public interest in comprehensive planning of 
water-resources development consistently with fostering beneficial public uses 
for all purposes. This opportunity for Commission review at the expiration 
of a license would not be affected by the bill. 

The Commission recommends enactment of H. R. 7468. Commissioner Connole 
did not participate in recommendations on sections 1, 2, and 6 of the bill for 
the reasons set forth in his statement which is attached. 

FEDERAL PowEeR COMMISSION, 
By Jerome K. KuYKENDALL, 
Chairman. 


IN THE MATTER oF H. R. 7468 


Connole, Commissioner, concurring in part: 

Sections 1 and 2 and section 6 of this proposed legislation would change matters 
of congressional policy as expressed in the act as it now reads. I am convinced 
that this Commission has no right, as an agency of the Congress, to express an 
opinion on such matters, unless it has persuasive facts or reasons at its disposal 
not available to the Congress. Since none such have been brought to my atten- 
tion, I feel the Commission has no jurisdiction to urge these changes. 

Sections 3, 4, and 5, however, would facilitate the administration of and more 
effectively promote the present policy of the act as it now reads. These conclu- 
sions result from the experience of the Commission in administering the act in 
its present form, an experience denied to the Congress and specifically entrusted 
to the Commission. On these points I support the majority and urge the enact- 


ment of the legislation. 
Wiri1aM R. Connors, Commissioner. 

NOVEMBER 4, 1955. 

Mr. Harris. We are glad to note our colleague, the sponsor of the 
legislation, is present this morning and we will be glad to hear from 
you first, Mr. my 

I of course recall the number of occasions in which you have ex- 
pressed an interest in oe to me and asked that at such time 
as the committee could schedule the hearings you would like ve 
much to have hearings on it. I told you some time ago that we would 
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make every effort to get to a hearing on it during this session of the 
Congress. 

Therefore, in an effort to carry out my promise to you, and give 
an opportunity for this legislaion to be developed, we are glad to 
extend to you the courtesy of these hearings this morning and to have 
you open the hearing with your testimony. ; 


STATEMENT OF HON. J. VAUGHAN GARY, A UNITED STATES 
REPRESENTATIVE FROM THE STATE OF VIRGINIA 


Mr. Gary. Thank you, Mr. Chairman. I appreciate your kindness 
and I want to say that I fully appreciate the tremendous burden that 
this committee has had on it this year, and I know that you have been 
working on some very important legislation which has made it im- 
possible to schedule earlier hearings. 

H. R. 7468 is endorsed by the National Association of Railroad 
and Utilities Commissioners. I have here a brief and it is only two 

ages and a half. It is a very brief summary of the bill as prepared 
y this association. 

I would like to present those to the members of the committee and 
put a copy of that in the record at this time. 

Mr. Harrts. That will be done. 

(The document referred to follows :) 


MEMORANDUM ON PROPOSED AMENDMENTS TO PART I OF THE FEDERAL POWER ACT, 
PREPARED BY NATIONAL ASSOCIATION OF RAILROAD AND UTILITIES COMMISSIONERS 


The proposed amendments to part I of the Federal Power Act are designed to 
accomplish three objectives : 

(1) To amend section 10 (f) to provide that charges shall be paid by Federal 
power projects which are benefited by upstream improvements constructed by 
other parties. 

(2) To amend section 10 to increase the standard for waiver of license from 
100 horsepower capacity to 2,000 horsepower capacity. 

(3) To clarify the takeover provisions in section 15 so as to establish the 
preferment of the holder of the license at the time of expiration of the license. 


EXPLANATION 


(1) Section 10 (f) of the Federal Power Act provides that when hydroelectric 
power project licensees are benefited by reservoirs or other headwater improve- 
ments constructed by other parties, including the United States, they shall 
reimburse the owner of the improvement for such part of the annual charges for 
interest, maintenance, and depreciation thereon as the Federal Power Commis- 
sion may determine to be equitable. The proposed amendment provides that in 
those cases where any hydroelectric power project owned by the United States 
is benefited by the construction and operation of any reservoir by another party, 
the United States shall pay to the other party an annual charge, the payment 
to be determined in the same manner as for charges paid by non-Federal inter- 
ests. Such an amendment appears to do simple equity. 

(2) Section 10 of the Federal Power Act gives the Federal Power Commission 
the authority to waive any license conditions, except the 50-year term, in the 
case of a complete power project of not more than 100-horsepower capacity. 
The proposed amendment would increase this standard for waiver to 2,000 
horsepower. If such an amendment is made the Commission would be relieved 
of the administrative burden relating to the small hydroelectric projects which 
are primarily of local concern and not affecting the national interest, and it 
would also relieve the many owners of small dams throughout the Nation. 

(3) Section 15 of the act provides that if the United States desires to do so 
it may take over a licensed project at the end of the license period, but that if 
the United States does not exercise this option, the Commission may issue a 
new license to the original licensee or to a new licensee. The statute may have 
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been intended to give a license holder the first choice at the end of the license 
period, if the United States does not exercise its rights of acquisition. Section 
15, however, is not clear on this point and it is a matter of serious financial 
concern to those companies which are seeking licenses for constructed projects 
or are refinancing. If the license holder does not obtain a renewal license, 
it could cause a serious disruption of rates where lower cost hydroelectric power 
has to be replaced by higher cost steam generated electric power. The pro- 
posed amendment would clarify section 15 so as to establish the preferment of 
the holder of the license at the time of expiration of the license. 

Mr. Gary. As you properly stated, the bill has the endorsement of 
the Bureau of the Budget or it is approved by the Bureau of the 
Budget. It has been approved by the Department of Agriculture. It 
has been approved by the Department of Interior and by the Federal 
Power Commission. Since those reports have been inserted in the 
record, I will not take time to discuss them at this time. 

Now, Mr. Chairman, there are several witnesses that would like 
to be heard on this bill this morning. I shall therefore not take up 
the time of the committee further, but will yield the balance of my 
time to the witnesses who have come to testify on this important mat- 
ter. 

I thank you, sir. 

Mr. Harris. We welcome having your statement, and thank you 
for it. Any supplemental statement that you might desire to file for 
the record the committee will receive. 

Mr. Gary. Thank you. 

Mr. Harris. Do you have other witnesses that you would like to 
present to us at this time ? 

Mr. Gary. There isa list of witnesses. 

Mr. Harris. We do have a list of witnesses but it occurred to me 
that you might have some special witness yourself that you would 
like to present. 

Mr. Gary. No, thank you, sir. All of the witnesses I think are 
listed there. I might say so far as I know, Mr. Chairman, there is no 
idea to this bill. I have not heard of any opposition to it at 
all. 

Mr. Harris. I was just looking about the room for Senator Gold- 
water, as he is listed here as a witness. I am advised by the clerk that 
his legislative assistant is here, Mr. Darrell Coover. 


STATEMENT OF DARRELL COOVER, LEGISLATIVE ASSISTANT TO 
SENATOR BARRY GOLDWATER, A UNITED STATES SENATOR 
FROM THE STATE OF ARIZONA 


Mr. Coover. I want to thank you for the Spedstantty, to eee 
he 


Senator Goldwater’s statement to the committee today. nator 
was very sorry that he was unable to appear this morning and if it is 
all right with the chairman, I will go ahead and read his statement 
just as he would have presented it. 

Mr. Harris. We will be very happy to have you present the Sen- 
ator’s statement and we regret that the Senator could not be here. We 
understand how it is with the work here on Capitol Hill. 

Mr. Coover. He has three scheduled meetings this morning. 

Mr. Harris. In his absence, we are glad tahave you. 
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STATEMENT OF HON. BARRY GOLDWATER, A UNITED STATES 
SENATOR FROM THE STATE OF ARIZONA 


Mr. Coover (for Mr. Goldwater). Mr. Chairman, I appear here 
today in support of that portion of H. R. 7468 dealing with the amend- 
ment to section 10 (f) of the Federal Power Act. Iam not familiar 
enough with the other provisions of the legislation introduced by Con- 
gressman Gary to testify about them but I have a very keen interest in 
section 2 since I am the sponsor of similar legislation in the United 
States Senate. This legislation is S. 1574 which is currently on the 
calendar of the Senate having been reported out favorably by the 
Senate Committee on Interior and Insular Affairs on April 26, 1956. 

This amendment to section 10 (f) of the Federal Power Act would 
change the existing law in only one oa The present law recog- 
nizes the principal of payments for headwater benefits in requiring 

ayments for only stored water which is beneficially used by a power 

acility lower down on the stream. The sole exception in the present 
law is that the Federal Government does not pay for benefits in in- 
creased power generation which it receives from non-Federal storage, 
public or private, although the Federal Government requires such pay- 
ments to be made for any benefits received from a Pederet storage 
dam. 

Section 2 of H. R. 7468 and S. 1574 would merely correct this situa- 
tion in the existing law and would remedy what appears to me to be an 
inequity and would provide that the Federal Government would 
make payments for benefits received from stored water on the same 
oe as the law now requires non-Federal dams, public or private, 
to do. 

It seems to me that to insure comprehensive development and 
maximum use of stored water facilities, it is incumbent to pass legis- 
lation authorizing the Federal Government to make payments when 
it benefits from stored water. 

This legislation has been recommended and endorsed in principle 
by President Eisenhower in two of his budget messages to the Con- 
gress. In his fiscal year 1955 budget message at page M-83, the Pres- 
ident said: 

Under the Federal Power Act, licensees of hydroelectric projects which bere- 
fit from headwater impoundments of other projects, either public or private, 
must make annual payments to the upstream developer in accordance with bene- 
fits received. The Federal Government is not required to make similar pay- 


ments when Federal projects derive such benefits. In simple equity, this should 


be done. I recommend enactment of legislation which would require such Fed- 
eral payment. 


Again, in his 1956 fiscal year budget message, the President reit- 
erated his views on this subject as follows: 


In order to establish equity between the Federal Government and other 
interests, I recommended in my 1955 budget message enactment of legislation 
to provide that the Federal Government make payments to non-Federal owners 
of water resources projects when Federal hydroelectric power developments 
benefit from these projects. Payments are now required from other licensees 
deriving such benefits and I see no reason why the Federal Government should 
be exempted. I hope the Congress will amend the Federal Power Act during 
the session to require such Federal payments. 


The Federal Power Commission, in its annual reports for 1953, 1954, 
and 1955, has recommended that such legislation be enacted. The 1955 
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recommendation of the Federal Power Commission is found on page 
183 of its 35th annual report and reads as follows: 

That section 10 (f) of the Federal Power Act be amended so as to require not 
only reimbursement by non-Federal power developers for benefits accruing to 
them from upstream facilities constructed by another but also to require reim- 
bursement by the United States for improvements constructed by non-Federal 
interests. 

Mr. Nelson Lee Smith, at the time a Commissioner of the Federal 
Power Commission, in testifying before the Subcommittee on Civil 
Works of the House Committee on Public Works, indicated that the 
majority of the members of the Federal Power Commission in 1952 
favored this legislation. He stated as follows: 

My final comment runs to Chairman Buchannan’s comment with reference to the 
difference of opinion within the Commission on section 10 (f). He stated cor- 
rectly that he feels that headwater benefits should not run against the Federal 
Government. I, and I believe the other members of the Commission, think that 
they should, because: (1) The investment which makes the headwater benefits 
possible to the Federal Government is privately provided and should in equity be 
reimbursed; and (2) if those benefits are not so paid for, obviously the cost of 
power from the Federal projects so benefited will be understated, that is, its over- 
all economic cost. (Study of Civil Works, hearings before the Subcommittee to 
mt ore Works, House Public Works Committee, 82d Cong., 2d sess., pt. 3, 
p. 447. 

It seems to me that the problem involved by section 2 of H. R. 7468 
may be simply stated. When the Federal Government builds a dam it 
is, presumably, to be reimbursed for all the costs of power generated 
from that dam. This is a long-established principal in our Federal 
Government. One of the costs of developing power at a Federal dam 
is the cost attributed to headwater storage whether that storage be fur- 
ee by the Federal Government or by some nonfederally owned 

am. 

Now, if section 2 of H. R. 7468 is not enacted, the full cost of power 
developed at such Federal installation will not be paid. The only 
people who benefit from the power of a Federal dam are its customers 
who use that power and those customers should pay at least the cost 
of producing the power which they use. 

ne of those costs is headwater storage, and the consumers of 
another dam, which may be privately owned or owned by a local public 
body, should not be required to subsidize the customers of downstream 
Federal power. In the words of the President, in simple equity, this 
situation should be corrected. 

Mr. Harris. Thank you very much. Are there any questions? 

Mr. Worverton. As I understand it, everybody is in favor of the 
bill, Mr. Chairman, and under those circumstances, it would seem to me 
that the sooner the hearings are concluded the better, before somebody 
raises an objection. 

Mr. Coover. I am sure the Senator would be happy to hear that. 

Mr. Harris. Thank you very much, and we are very glad to have 
your statement expressing the interest of the Senator in this legislation. 

Mr. Coover. Thank you, sir. 

Mr. Harris. The next witness is our colleague from Montana, Hon. 
Lee Metcalf. 
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STATEMENT OF HON. LEE METCALF, A REPRESENTATIVE IN 
CONGRESS FROM THE STATE OF MONTANA 


Mr. Mercatr. Mr. Chairman, I appreciate this opportunity to sup- 
port H. R. 7468 in principle—the principle being one of equity for 
non-Federal licensees who, in building improvements upstream, create 
benefits to downstream plants built by the Federal Government. 

Non-Federal licensees now are required, as they should be, to pay 
headwater benefits for upstream Federal development. The Federal 
Government should compensate non-Federal licensees for upstream 
storage. 

I do not believe this compensation should be based upon dollar 
value, either of the projects or of the power, but upon an exchange 
of hydroelectric power, kilowatt for kilowatt. 

A river flows one way, but power flows both ways. During the 
spring runoff, it is in the public interest to ask an upstream non- 
Federal licensee to store water for flood-control downstream instead 
of releasing that water to generate power. Holding this water would 
be an economic loss to the licensee. 

At that time, he should be compensated by receiving from down- 
stream Federal projects the power he would have been producing 
were he not shut down to help control floods. 

In addition to flood control, there are other public benefits pro- 
vided by this upstream storage. It maintains the flow of the stream, 
as water is released during dry periods, thus firming up power pro- 
duction at Federal installations downstream. 

We cannot in equity expect a commercial utility to help control 
floods and maintain river flows in the public interest at a financial 
sacrifice. 

Such an exchange of power among Federal and non-Federal licen- 
sees would encourage the maximum beneficial use of the water poten- 
tial of our rivers. 

As part of my statement, I wish to include a resolution adopted 
by the Montana Association of County Commissioners. 

Mr. Harris. Without objection, it is so ordered. 

(The resolution follows :) 


RESOLUTION No. 1 


Resolwed, That the Montana Association of County Commissioners assembled 
at Kalispell, Mont., in State convention on the 20th of June 1956, at which 52 
of the 56 counties of Montana were represented do hereby endorse the principle 
of headwater benefit payments as set forth in S. 1574 introduced by Senator 
Goldwater, of Arizona, and urge the Montana Representatives in Congress to sup- 
port such legislation ; be it further 

Resolwed, That copies of this resolution be sent to Senator James E. Murray, 
Senator Mike Mansfield, Congressman Lee Metcalf, Congressman Orvin Fijare, 
and Senator Barry Goldwater. 

Certified correct. 

FRANK BE. DouauHerty, Secretary. 


Mr. Harris. Thank you, Mr. Metcalf. We have Mr. Willard W. 
Gatchell, the General Counsel of the Federal Power Commission, with 
us. Perhaps we had better see what Mr. Gatchell has to say about it. 
Mr. Gatchell, it is nice to see you again. 











12 FEDERAL POWER ACT 


STATEMENT OF WILLARD W. GATCHELL, GENERAL COUNSEL OF 
THE FEDERAL POWER COMMISSION, WASHINGTON, D. C. 


Mr. Gatcuetit. Thank you. Iam Willard W. Gatchell, the General 
Counsel of the Federal Power Commission, Washington, D. C. The 
Chairman has already put into the record the report of the Federal 
Power Commission, and Mr. Chairman and members of the subeom- 
mittee, I might explain in nontechnical language the effect of these 
amendments that may be of assistance to the Commission. 

First, as to headwater benefits, section 10 of the Federal Power Act 
calls for equitable annual payments by non-Federal hydroelectric 

ower dagilieaaa who receive increased power output made possible 

y headwater improvements constructed either by the United States 
or by other parties. 

The annual payments are to be made by the owner of the downstream 
powerplant whieh is thus able to produce more power and the pay- 
ments are computed upon a reasonable portion of the interest, main- 
tenance, and depreciation of the upstream improvements. 

The bill would strike section 10 (f) of the Federal Power Act and 
add a new section 31 as a substitute. Annual payments under the 
proposed section 31 would be related to the fixed costs of the upstream 
improvement and to the power benefits received at the downstream 
hydroelectric plant. Under the bill, the payments would be required 
to be made not only by non-Federal power developers but also by the 
United States where a Federal hydroelectric powerplant is able to 
produce more power by reason of upstream storage facilities con- 
structed by anyone else. In any event, the annual payments could not 
be in excess of the value of the benefits received. 

President Eisenhower has twice recommended that the Federal 
Power Act be amended so as to equalize the power costs along these 
lines by requiring payments by all benefited powerplants. His recom- 
mendations were contained in his budget messages of 1955 and 1956. 
In the latter message he said (p. M67) : 

In order to establish equity between the Federal Government and other inter- 
ests I recommend in my 1955 budget message enactment of legislation to provide 
that the Federal Government make payments to non-Federal owners of water 
resources projects when Federal hydroelectric power developments benefit from 
these projects. Payments are now required from other licensees deriving such 
benefits and I see no reason why the Federal Government should be exempted. 
I hope the Congress will amend the Federal Power Act during this session to 
require such Federal payments. 

The essential equity of the President’s recommendation will appear 
when it is considered that the payments are only for power costs. The 
flow of water of the streams subject to the jurisdiction of Congress 
belongs to the public and no charge is or should be made for its use 
where the powerplant is subject to Federal jurisdiction. 

However, to make that flow available for the development of power 
it is necessary to construct storage reservoirs, dams, dikes, powerplants 
and other facilities which generally call for very large investments. 
When a storage reservoir is used to store water in times of high flow 
and to release that water during periods of low flow, the reservoir 
makes the stored water available for power output and this, of course, 
is the economic justification for the construction of the improvements. 

It is in those situations where the storage reservoir is at one location 
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and a powerplant receiving benefit is at another under another owner- 
ship that section 31 comes into play. ; 

It has been the consistent policy of Congress to require the reim- 
bursement of power costs for all Federal powerplants by those who 
use the power generated at those plants. The single exception to this 
rule is where storage reservoirs or other headwater improvements are 
not constructed by the United States, but are constructed by other 
parties and serve to increase the power output at a downstream Fed- 
eral powerplant. Under the present statute, the consumers of power 
supplied by such a Federal powerplant do not pay any part of the 
cost of the upstream reservoir. 

Since the power costs must in any event be paid by those who use 
the power, the proposed section 31 would equalize the power costs by 
spreading them among those who receive benefits in the way of power 
output. At present those State and municipal agencies, private power 
companies and cooperatives which construct headwater reservoirs are 
required to bear all of the costs of such headwater improvements, even 
where the output of a Federal powerplant is increased thereby. 

But these same interests are required to pay headwater benefit 
charges when the upstream reservoir is constructed by the United 
States as well as when it is constructed by a non-Federal agency. 
This places the consumers from a Federal project in a preferred posi- 
tion na which there is no economic justification. The bill would 
merely require a sharing of the power costs upon the basis of the 
power benefits received. 

As to some of the projects which might be affected if this bill should 
be enacted, I might refer to the first determination made by the Fed- 
eral Power Commission in connection with projects 67 and 120 of the 
Southern California Edison Co., located on the San Joaquin River, 
in California, which contribute materially to the power output of the 
Kerckhoff plant, project 96 of the Pacific Gas & Electric Co. 

First, prior determinations by the Commission : 

The first headwater benefits determination made by the Commis- 
sion involved two private utilities, the Southern California Edison 
Co. and San Joaquin Light & Power Corp., then a subsidiary to Pacific 
Gas & Electric Co. This determination involved the Big Creek de- 
velopments, project Nos. 67-120 of Southern California Edison Co. 
located on San Joaquin River in California, which contribute mate- 
rially to the power output of the Kerckhoff plant, project No. 96 of 
Pacific Gas & Electric Co. 

The first headwater benefits payment in this case covered the period 
1923 to 1936, inclusive. This determination was made in 1939. Sub- 
sequent determinations of annual charges have been made by the Com- 
mission from time to time. 

The Federal Allatoona project on Etowah River in Georgia went 
into operation in 1950, re in fiseal year 1952 the Commission insti- 
tuted a formal investigation involving this project and the down- 
stream Lay, Mitchell, and Jordan projects of the Alabama Power Co. 
on the Coosa River. In 1955 the Commission made a determination 
of the payments to be made by the owner of the downstream plants 
for benefits received during the years 1950 through 1952. 

The Commission made a determination in June 1950 that none of 
the non-Federal projects in the Columbia River Basin were benefited 
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by an upstream reservoir in the Columbia River Basin during the 
years 1931 through 1948. 

Second, present headwater benefit determinations under section 
10 (f). 

A Fe a i of the formal investigation instituted in 1951 is 
underway to determine headwater benefits for the years of 1953, 1954, 
and 1955 involving the Federal Allatoona project and three down- 
stream projects owned by the Alabama Power Co., all of which are 
located in the Coosa River Basin, in Georgia and Alabama. 

A formal headwater benefits investigation instituted in 1952, sup- 
plemented in 1956, is underway for the Columbia River Basin to cover 
the annual charges subsequent to 1948. 

A formal headwater benefits investigation was instituted in 1952 
involving the Federal Canyon Ferry project and six downstream 
projects owned by the Montana Power Co., all of which are located on 
the Missouri River in Montana. 

A formal investigation was instituted in 1952 involving the Clark 
Hill project, owned by the United States, and certain downstream 
projects owned by the South Carolina Electric & Gas Co., and the city 
of Augusta, Ga., all located on the Savannah River in Georgia and 
South Carolina. 

A formal investigation was instituted in 1954 involving the East 
Branch Reservoir, owned by the United States, and the downstream 
Piney project owned by the Pennsylvania Electric Co., all located on 
the ee River in Pennsylvania. 

A formal investigation was instituted in 1953 involving the Blakely 
Mountain project, under construction by the United States, and two 
prope downstream owned by the Arkansas Power & Light Co., all 
ocated on the Ouachita River in Arkansas. 

A formal investigation was instituted in 1954 involving the Borel 
and Kern River No. 1 plants of the Southern California Edison Co., 
the Kern Canyon plant of the Pacific Gas & Electric Co., and the up- 
stream Federal Isabella project, all located on the Kern River in 
California. 

Present research indicates that there are three other river basins in 
the United States—the Roanoke, White, and the Kanawha—in which 
there are both Federal and non-Federal power projects in operation 
for which no formal investigation has been instituted to determine 
headwater benefit payments, if any. It is contemplated that formal 
investigations of those basins will be instituted as soon as practicable. 

The respective investigations involving the Coosa, Missouri, Sa- 
vannah, Clarion, Ouachita, and Kern Rivers were not instituted earlier 
because the respective Federal reservoirs were not placed in operation 
until the year 1950 or subsequent thereto. 

Third, impact of 10 (f) as modified. 

A rough estimate made by the FPC staff in 1955 based on prelimi- 
nary studies indicates that the largest annual headwater benefits pay- 
ments by Federal agencies operating Federal power developments 
which receive benefits from headwater improvements operated by non- 
Federal interests would be those located in the Columbia River Basin. 

Information furnished by the staff in connection with bills S. 3434, 
83d Congress, and S. 1574, 84th Congress, show that the average annual 
ee by the Federal agencies for powerplants in the Columbia 

asin would approximate $300,000 and the annual payments by 
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licensees would be about $435,000. These figures were based on exist- 
ing projects and others to be completed by about 1959. — 

course, it is realized that these amounts will be subject to change 
either up or down, after studies now underway are completed, ba 
upon actual operations of all the projects involved over a period of 
time. 

If the Power Act is amended to provide that payments are to be 
made by Federal agencies operating Federal hydroelectric projects 
on account of benefits provided by headwater reservoirs owned by 
non-Federal entities, it would be necessary for the Commission to 
institute investigations to determine the charges, if any, the Federal 
agencies would eve to pay on account of Federal projects located in 
the following river basins: (1) Columbia River, (2) Savannah River, 
(3) Apalachicola River, (4) Grand River, (5) Brazos River, (6) 
Missouri River. 

If payments are to be made by one Federal agency to another Fed- 
eral agency on account of headwater benefits some other river basins 
would probably have to be investigated and determinations made. 

If the act is amended to provide for headwater payments by Fed- 
eral ons 0 er rojects, the Commission’s procedures 
in making headwater benefits determinations would remain substan- 
tially as it is today. Under the existing provisions of section 10 (f) 
of the act the Commission makes substantially the same study with 
respect to Federal projects as it would be required to do if the act 
is amended. 

The only substantial difference would be that the Commission will 
be required to assess charges against the Federal projects whereas 
under existing law the amount of those charges are actually deter- 
mined but no payments are required. 

As to minor projects, the second subject dealt with in the Gary bill 
concerns the size of the licensed projects to which all of the strict 
licensing provisions of the act are to be applied. Section 10 (i) of 
the Federal Power Act allows the Commission to waive the license 
conditions, except for the 50-year license term, when it issues licenses 
for projects of more than 100-horsepower installed capacity. 

This calls for accounting control and numerous license conditions 
essential for the complete supervision of large hydroelectric power- 
plants. As a matter of practicality the Commission has found that 
a more reasonable limit would be to include in these minor projects 
those hydroelectric plants which have an installed capacity of 2,000 
horsepower or less. This amendment is provided by sections 3, 4, 
and 5 of the bill. 

The smaller hydroelectric powerplants, as a genera! rule, do not 
have sufficient electric power output to be of economic significance. 
Of the 236 presently outstanding licenses for projects of more than 
100-horsepower capacity, some 65 are for projects having 2,000-horse- 
power capacity or less, only 42 of which are used for electric utility 
purposes. 

e increase in the size of the minor projects carried in the bill 
would save unnecessary paperwork by the licensees and by the Fed- 
eral Power Commission without any threat to the broad public interests 
pest by the licensing provisions. The Commission would still 

ave complete control over the size, character, adequacy, and safety 
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of the hydroelectric power structures to be placed in Federal streams 
in constructing minor as well as major projects. 

But where the projects are not of economic significance the Com- 
mission recommends that it be permitted to waive the more stringent 
licensing requirements which should be applied to the major projects. 

The third amendment proposed by the bill, as carried in section 6, 
deals with the issuance of a new license upon the expiration of the 
original license. Section 15 of the Federal Power Act provides that 
if the United States does not at the expiration of the original license 
take over a license project, it may issue a new license to the original 
licensee or to a new licensee upon such terms and conditions as may 
be then authorized or seqdited: under the act and the regulations of 
the Commission. 

This bill would make it clear that the original licensee has an option 
to a new license if the United States does not elect to take over the 
project at the end of the original license period. 

It is not clear from the present section 15 of the Federal Power Act 
just what happens when a license expires. The first license was issued 
in March 1921, and since licenses are limited to 50 years it will not 
expire until 1971. A large number of projects, however, were con- 
structed and operated without requisite Federal authority. 

The Commission has investigated many of these and in those in- 
stances where, after a hearing and the presentation of evidence both 
by the staff of the Commission and by the power company, the Com- 
mission found that a constructed project should have secured Federal 
authorization prior to construction it has imposed a license under 
the Federal Power Act. 

Working on the theory that had a license been obtained originally 
or upon the passage of the Federal Water Power Act in June 1920, 
the license would not have extended beyond 1970, the commission has 
fixed the termination date of the licenses for constructed projects 50 
years from the date of the passage of the Federal Water Power Act 
anc made those licenses terminable in June 1970. 

The closer the year 1970 has approached, the more critical an ex- 
amination has been made by power companies of the provisions of the 
Federal Power Act relating to new licenses upon the termination of 
the original license. There is considerable uncertainty as to the mean- 
ing of section 15 and this uncertainty, together with the stringent 
license requirements carried in the act, has lead to considerable resist- 
ance on the part of power companies to acceptance of licenses even 
where Federal jurisdiction is established. 

Chairman H. Lester Hooker of the State Corporation Commission 
of Virginia suggested that section 15 of the Federal Power Act be 
clari‘ied by carrying out its obvious intention of giving to the original 
licensee the first option to a new license in the event the United States 
should not elect to exercise its right to take over the project at the 
end of the license period. Section 6 of the Gary bill carries out this 
surgestion by Chairman Hooker. 

Thank you, Mr. Chairman, and if there are any questions I will be 
glad to answer them. 

Mr. Harris. Thank you, Mr. Gatchell. We are very glad to have 
your statement and your explanation of these proposed changes. 

We have several witnesses here from the National Association of 
Railroad and Utilities Commissioners. 
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We will now hear from Mr. Austin L. Roberts, Jr., general solicitor. 


STATEMENT OF AUSTIN L. ROBERTS, JR., GENERAL SOLICITOR OF 
THE NATIONAL ASSOCIATION OF RAILROAD AND UTILITIES 
COMMISSIONERS, WASHINGTON, D. C. 


Mr. Roserts. My name is Austin L. Roberts, Jr. I am general so- 
licitor for the National Association of Railroad and Utilities Com- 
missioners with offices at 7413 New Post Office Building, Washington, 
D.C. Lappear here on behalf of that association in support of H. R, 
7468, a bill to amend part I of the Federal Power Act. 

The National Association of Railroad and Utilities Commissioners 
isa voluntary organization embracing within its membership the mem- 
bers of the public utility regulatory commissions and boards of all the 
48 States of the United States. These are the State agencies charged 
by statute with the duty of regulating the public utilities operating in 
their respective States. 

The Federal regulatory commissions, the Interstate Commerce Com- 
mission, Federal Power Commission, Federal Communications Com- 
mission and Securities and Exchange Commission are also members of 
the association, but on matters of legislation the association does not 
presume or attempt to speak for the Federal agencies. 

The association in 1954 established a special committee on legislation 
amending the Federal Power Act, of which committee the Honorable 
John B. Conly of the Pennsylvania Public Utility Commission was 
appointed chairman. The Honorable H. Lester Hooker of the Vir- 
ginia State Corporation Commission, who is chairman of the asso- 
ciation’s standing committee on legislation, was named an ex-officio 
member of the special] committee. 

Among the other members of the special committee is the Honorable 
George P. Steinmetz, chairman of the Wisconsin Public Service Com- 
mission. All three of these gentlemen are present this morning to 
present testimony on behalf of the association in support of H. R. 7468 
and to answer any inquiries that your subcommittee may wish to make. 

After review of proposed and possible amendments to part I of the 
Federal Power Act, this special committee recommended to the asso- 
ciation for its endorsement three amendments to part I of the act. 
The association endorsed these amendments and they have been intro- 
duced in the Congress in a single bill, H. R. 7468, introduced by 
Congressman J. Vaughan Gary, of Virginia. Numerous of the indi- 
vidual State regulatory commissions have also registered their support 
of H. R. 7468 through the adoption of resolutions or the like. 

The proposed amendments to part I of the Federal Power Act, con- 
tained in H. R. 7468, are designed to accomplish three objectives : 

(1) To amend section 10 (4) to provide that charges shall be paid by 
Federal power projects which are benefited by upstream improve- 
ments constructed by other parties. 

(2) To amend section 10 to increase the standard for waiver of 
license provisions from 100-horsepower capacity to 2,000-horsepower 
capacity. 

(3) To clarify the takeover provisions in section 15 so as to establish 
the preferment of the holder of the license at the time of expiration of 
the license. 
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SECTIONS 1 AND 2, H. R. 7468 


Section 10 (£) of the Federal Power Act provides that when hydro- 
electric power project licensees are benefited by reservoirs or other 
headwater improvements constructed by other parties, including the 
United States, they shall reimburse the owner of the headwater 
improvement for such part of the annual charges for interest, main- 
tenance, and depreciation thereon as the Federal Power Commission 
may determine to be equitable. 

The PrOnones amendment provides that in those cases where any 
hydroelectric power project owned by the United States is benefited 
by the construction and operation of any reservoir by another party, 
the United States shall pay to the other party an annual charge, 
the payment to be determined in the same manner as for charges paid 
by non-Federal interests. Such an amendment appears to do simple 
equity. 

HR. 7468 would amend the Federal Power Act by repealing 
section 10 (f) and adding a new section 31 which would provide that 
charges shall be paid by Federal power projects which are benefited by 
stream improvements SameRnal by other parties, in the same manner 
as charges are now provided for in the case of non-Federal projects 
in the existing section 10 (f). The proposed section 31 would provide 
for like treatment of both Federal and non-Federal power papers 

Where a private party has constructed a reservoir or other water- 
use facility which benefits a Federal power project it is simple equity 
to provide that the Federal power project should share the costs of 
that facility by which they are benefited. There ap ars to be no 
sound reason why the costs of headwater benefits shou a1 not be spread 
among all beneficiaries without exception. 

sanity and fairness dictate that the present exception extended 
non-Federal power project should be removed, and this would be 
accomplished by the enactment of H. R. 7468. 

It should be kept in mind that these headwater benefit charges are 
not charges for water, the natural resource involved, but are charges 
for supplying the proper time factor, that is, withholding water in 
a reservoir and releasing it at such time as it is needed and can be used 
downstream, 

Besides the equity provided for in H. R. 7468, there is also the con- 
tribution to sound public-utility regulation which would be accom- 
plished by this bill. Generally speaking, the rates of electric utilities, 
which are fixed by the appropriate regulatory commissions, are 
premised upon the cost of rendering the service. 

The equitable apportionment of the cost of headwater benefits to 
all parties and agencies involved, would contribute to a more realistic 
and accurate determination of the cost of power whether from a Fed- 
eral or non-Federal power project. ‘This in turn would lead to a more 
economically sound determination of rates for the ultimate consumers 
of the electric energy. 

In the final analysis, it is the consumers who must pay the costs; 
and while the nationwide effect, dollarwise, of levying benefit charges 
against both Federal and non-Federal power projects might be nil, 
nevertheless the consumers of energy generated at individual Federal 
or non-Federal power projects will receive energy at rates which more 
accurately reflect the cost of the power. 
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In the Senate, a bill to accomplish the same objectives as section 1 
and 2 of H. R. 7468, has been reported by the Committee on Interior 
and Insular Affairs. That billisS.1574. The language of S. 1574, as 
reported by the committee, is substantially identical to the language of 
section 2 of H. R. 7468; such differences as there are being related to 
situations where benefits are furnished by one Federal facility to 
another Federal facility. 


SECTIONS 3, 4, AND 5, H. R. 7468 


Section 10 of the Federal Power Act gives the Federal Power Com- 
mission the authority to waive any license conditions, except the 50- 
year terms, in the case of a complete power project of not more than 
100 horsepower capacity. The proposed amendment would increase 
this standard for waiver to 2,000 horsepower. 

If such an amendment is made the Commission would be relieved of 
the administrative burden relating to the small hydroelectric projects 
which are primarily of local concern and not affecting the national 
interest, and it would also relieve the many owners of small dams 
throughout the Nation. 


SECTION 6, H. R. 7468 


Section 15 of the act provides that if the United States desires to do 
so it may take over a licensed project at the end of the license period, 
but that if the United States does not exercise this option, the Com- 
mission may issue a new license to the original licensee or to a new 
licensee. The statute may have been intended to give a license holder 
the first choice at the end of the license period, if the United States 
does not exercise its right of acquisition. 

Section 15, however, is not clear on this point and it is a matter 
of serious financial concern to those companies which are seeking 
licenses for constructed projects or are refinancing. If the license 
holder does not obtain a renewal license, it could cause a serious 
disruption of rates where lower-cost hydroelectric power has to be 
replaced by higher-cost steam-generated electric power. The pro- 
posed amendment would clarify section 15 so as to establish the 
preferment of the holder of the license at the time of expiration of 
the license. 

Accordingly, the National Associaton of Railroad and Utilities 
Commissioners feels that H. R. 7468 is meritorious legislation in the 

ublic interest, and urges your subcommittee to favorably report it 
or enactment. 

That completes my prepared statement and I would like next to 
introduce Mr. Conly, chairman of our special committee and a member 
of the Public Utility Commission who will be the next witness. 

Mr. Dotirncer. Are there any questions of the witness ? 

Thank you. We will hear Mr. Conly. 


STATEMENT OF JOHN B. CONLY, A MEMBER OF THE PENNSYLVANIA 
PUBLIC UTILITY COMMISSION, HARRISBURG, PA. 


Mr. Conty. Mr. Chairman and members of the congressional com- 
mnittee, mee is John B, Conly, and I am a member of the Penn- 
sylvania Public Utility Commission and chairman of the special com- 
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mittee on legislation to amend the Federal Power Act which was 
created by the National Association of Railroad and Utility Com- 
missioners. 

You have heard Austin L. Roberts just before me who is general 
solicitor of the National Association and we have with us also members 
of the special committee, Judge H. Lester Hooker, chairman of the 
Virginia State Corporation Commission, and George P. Steinmetz, 
chairman of the Wisconsin Public Service Commission. 

This special committee was created by unanimous resolution adopted 
by the National Association of Railroad and Utility Commissioners 
at its 1954 convention. The special committee held extensive confer- 
ences with counsel for the Federal Power Commission and were 
representatives of the electric industry who were interested in hydro- 
electric power. 

These conferences resulted in general agreement on three amend- 
ments acceptable to the Federal Power Commission. As a result of 
these efforts, a bill was drafted designed to accomplish the. three 
objectives which bill was presented to the executive committee of the 
National Association of Railroad and Utility Commissioners and was 
approved by the executive committee in July of 1955. 

It was presented as H. R. 7468 by Congressman J. Vaughan Gary, 
of Virginia. At the annual convention of the National Association 
of Railroad and Utility Commissioners held in October of 1955, H. R. 
7468 was approved unanimously and the special committee was con- 
tinued also by unanimous resolution. 

H. R. 7468 was drafted for the purpose of accomplishing the three 
objectives agreed upon with the Federal Power Commission and the 
special committee. 

In the interest of brevity, I shall not go into the objectives or the 
sections that are to be amended because you have heard the previous 
witnesses and you shall hear subsequent witnesses who will explain 
to you in detail if it has not been done up to now, what the objectives 
are. I merely wish to say in closing that the National Association of 
Railroad and Utility Commissioners and its special committees be- 
lieve that H. R. 7468 accomplishes the objectives agreed upon and 
desired by the National Association and the Federal Powe Comite: 
sion, We therefore urge that this subcommiteee of the Interstate and 
Foreign Commerce Hansa thas consider favorably H. R. 7468 as 
presently drawn. 

Thank you for the opportunity afforded me this morning. 

Mr. Dotuincer. Are there any questions? 

If not, thank you very much, Mr. ‘only. 

The next witness is Mr. H. Lester Hooker. 


STATEMENT OF H. LESTER HOOKER, A MEMBER OF THE STATE 
CORPORATION COMMISSION OF THE STATE OF VIRGINIA AND 
CHAIRMAN OF THE COMMITTEE ON LEGISLATION OF THE 
NATIONAL ASSOCIATION OF RAILROAD AND UTILITIES COMMIS- 
SIONERS 


Mr. Hooxer. Mr. Chairman and members of the committee, my 
name is H. Lester Hooker, a member of the State ee Com- 


mission of Virginia. It seems 'to»me that the p ing witnesses 
have adequately presented our views on this matter, and I would not 
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see any reason to add corroborative testimony to what has preceded 
and with your permission I will file my statement. _ 
Mr. DoturncEerR. You may do so, and the statement is received and 


filed. 
(The statement referred to follows :) 


Mr. Chairman and members of the committee, my name is H. Lester Hooker, 
of Richmond, Va. I am a member of the State corporation commission and have 
been since 1924. I am a former president of the National Association of Rail- 
road and Utilities Commissioners and at present a member of the executive 
committee and chairman of the committee on legislation of that association, and 
it is in the last-named capacity that I am appearing before your committee 
in support of the proposed amendments to part I of the Federal Power Act in 
H. R. 7468. 

The first proposal is to amend section 10 (f) to provide that charges shall 
be paid by the Federal Government on Federal power projects which are benefited 
by upstream improvements constructed by other interests. The proposed amend- 
ment provides that in those cases where any hydroelectric power project owned 
by the United States is benefited by the construction and operation of any 
reservoir by another party, the United States shall pay to the other party an 
annual charge, the amount of the payment to be ascertained in the same manner 
as charges are now determined which are paid by non-Federal interests. This, 
it is seen, puts them on an absolutely equal basis, which is undoubtedly fair and 
reasonable, 

Under section 10 of the Federal Power Act, the Commission is given the 
authority to waive any licensing condition except the 50-year term in the case 
of a complete power project of not more than 100-horsepower capacity. Under 
the proposed amendment, the Federal Power Commission will have the authority 
to waive up to 2,000 horsepower. This amendment would relieve the Com- 
mission of the administrative burden as to many small hydroelectric projects 
which are primarily of local concern and not affecting the national interest, and 
would likewise relieve considerable burden of many owners of small dams 
throughout the Nation. 

Section 15 of the Federal Power Act provides that the United States may 
take over a licensed project at the end of the license period. Under the present 
law, it may have been intended to give a license holder the first choice to renew 
the license provided the United States does not desire to exercise its right of 
acquisition. However, this point is not clear and it is a matter of grave finan- 
cial concern to companies who are seeking licenses to be permitted to construct 
projects or who have completed projects and desire to refinance them. It appears 
quite plain that the present licensee should certainly have the preference to 
renew its license if the Federal Government does not desire to exercise its right 
to acquire it. 

All of these amendments, in my opinion, are decidedly in the interest of the 
public. 


Mr. Dor1incer. The next witness is Mr. George P. Steinmetz. 


STATEMENT OF GEORGE P. STEINMETZ, CHAIRMAN OF THE WIS- 
CONSIN PUBLIC SERVICE COMMISSION, MADISON, WIS. 


Mr. Stremnmetz. Mr. Chairman and gentlemen, I am George P. 
Steinmetz, chairman of the Wisconsin Public Service Commission, 
Madison, Wis. Our commission among other duties has the duty of 
regulating the level and flow of waters in Wisconsin, that is in addi- 
tion to the usual transportation and utility fields of regulatory com- 
missions. 

During the first 10 or 12 years I was with that commission, and my 
duty was largely that of a water power engineer, and so I became 
quite familiar with the water powers in Wisconsin. You probably 
know that Wisconsin is a headwater State from which the headwaters 
of the Mississippi flow. As a consequence, we have about 1,000 farms, 
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and most of them are very small and this bill would exempt them 
from many of the troublesome provisions of the Federal Power Com- 
mission Act. 

Those farms for the most part were built to saw the early settler’s 
logs or grind his grist, and Sen are of local interest only. This bill 
would exempt them from many of the provisions of Federal regula- 
tion and would be very helpful. 

The reservoir or upstream benefit provisions of this bill will be very 
helpful tousalso. We have 2 reservoir companies in Wisconsin whic 
have for 45 or 50 years done just about what this bill provides, but 
under State laws and have done that under the regulations of our 
commission. This bill would make those provisions available to other 
States and at the same time it would allow our 2 large reservoir com- 
panies to operate just as they have operated for 45 or 50 years. 

The third provision which would allow renewal of the license if the 
Federal Government does not take over the licensed projects for the 
larger dams would be very helpful to our paper-mill industry and the 
communities in which they are located because the whole commu- 
nity life centers around those paper mills and the people in those 
paper-mill towns are largely employed by the paper-mill industry. 

I think that that is all I can add to what has previously been said. 

Mr. Harris. Thank you very much, Mr. Steinmetz. 

Are there any questions? 

Is Mr. Kohlhepp here? 

Mr. Kontnepr. I am. 


STATEMENT OF CHARLES E. KOHLHEPP, PRESIDENT OF THE 
JERSEY CENTRAL POWER & LIGHT CO., ASBURY PARK, N. J. 


Mr. Kontnerpr. My name is Charles E. Kohlhepp. I am president 
of the Jersey Central Power & Light Co., and the Now Jersey Power & 
Light Co. Today I apiner before you as chairman of a special com- 
mittee of the National Association of Electric Companies, which has 
been studying the policy —_ of this overall problem. 

Mr. Chairman, I think Mr. Wolverton’s philosophies were entirely 
sound and I know how terribly busy you gentlemen are, and we are 
filing a statement with the secretary of the committee but with your 
permission I will take just a few minutes to cover a couple of high- 
lights. 

4 Harris. We are glad to have your statement included in the 
record, Mr. Kohlhepp, and you may emphasize any part of it that you 
desire. On the other hand, I can appreciate your attention to the 
suggestion which our very able member from New Jersey, Mr. Wolver- 
ton made. 

Mr. Kon.tueprr. I appreciate this CpRentuaity and should like to 
present a few points relating to the provisions of H. R. 7468. . 

First, I should like to emphasize and lay great stress on a most sig- 
nificant point relating to this bill—the Nation’s electric pews compa- 
nies are very effectively regulated by State Public Utility Commis- 
sions and the Federal Power Commission. Their earnings are fixed 
and limited by these commissions. ; 

Therefore, under normal conditions, snything that increases or 
decreases costs harms or benefits the customers of these electric com- 
panies, not the investors. e primary interest of the electric com- 
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a must always be to furnish electricity to their customers on as 
ow and as competitive a cost basis as is possible. We believe that this 
proposed legislation will be of assistance in achieving this objective. 


HEADWATER BENEFITS 


Boiled down to its essentials, the headwater benefits section of H. R. 
7468 is to insure that all consumers of electricity are treated alike, 
whether they be consumers of States, municipalities, public-utility dis- 
tricts, REA’s, or electric companies. 

The primary obligation of any utility is to serve its customers and 
afford them the lowest rates possible. As I have indicated, utilities 
are very closely regulated so that savings in construction and opera- 
tional costs are reflected in rates allowed to be charged by regulatory 
bodies. 

Eighty-five percent of electric consumers are served by non-Federal 
utilities. Under this present law, consumers served by Federal hydro- 
electric a enjoy a subsidy, paid for by the consumers served by 
non-Federal utilities. The least a consumer of Federal power should 
pay is the cost of ss that power—and a part of that cost should 

the cost of headwater storage. 

What the above statement means is that under the present situation, 
the customers of non-Federal organizations necessarily must pay, in 
their rates, the full operating costs and fixed charges on any hydro- 
electric power project. In other words, a non-Federal agency, which 
is not rermbursed for the benefits it confers on a Federal power-pro- 
ducing project, must, of necessity, be reimbursed by its own customers. 

As I have said, the customers of the Federal project are thus receiv- 
ing a benefit paid for by the customers of the non-Federal project. 

We, in America, are striving for comprehensive development of our 
water resources. To do this, we must make full use of good water 
storage sites in order to insure the maximum continuous flow of water 
in a given river basin, so that every beneficial use will be realized to 
its full potential. Such development requires the ingenuity and coop- 
eration of all interests including the Federal Government, private 
companies and local public bodies. 

It is obvious that reservoirs with significant storage capacities re- 
quire larger expenditures of money in construction than do run-of-the- 
river dams. In order to insure maximum development of all sites by 
all interests, Federal and non-Federal, in the most expeditious manner 
possible, equity requires that any developer of storage water will be 
reimbursed for benefits accruing to other interests, Federal and non- 
Federal, by reason of that storage. 

Such a policy should insure an orderly, and speedy development of 
our water resources by the cooperation of all interests. 

It is generally recognized that in the full development of the Colum- 
bia River the United States will be compelled to pay to the Government 
of Canada, for water stored in Canada, principally through the con- 
struction of Libby Dam which will benefit downstream projects, built 
in the United States. Certainly, if our Government is ready to do 
this, it should treat its own citizens in like manner. 

Section 2 of H. R. 7468 would change existing law in only one 
respect. It would make it possible for non-Federal utilities, who de- 
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velop headwater reservoirs, to be reimbursed for a part of their cost 
where a benefit is conferred upon a Federal powerplant. 

This legislation, does not contemplate any charges for the natural 
flow of the river, but only reimbursement for the costs of storing water 
which benefits and increases the river flow, and thus raises the output 
of downstream installations. This legislation limits the amount of 
such reimbursement to be fixed by the Federal Power Commission to 
those construction, operation and maintenance costs which are allo- 
cable to the benefits conferred. 

Sections 3, 4, and 5 of the bill, by raising the limit of the so-called 
minor projects from 100 to 2,000 horsepower, would exempt from 
certain licensing provisions of the act projects of 2,000 horsepower or 
less. This wou relieve the Federal Power Commission and the 
minor project licensees, including many industrials, from a great 
amount of administrative detail. 


RENEWAL OF LICENSES 


An important point from the electric companies’ point of view is 
that as the time approaches for the renewal of licenses, it will become 
increasingly difficult for licensees to obtain adequate financing for 
future expansion to meet consumers demands, while there exists the 
possibility that a substantial portion of its production capacity may 
be taken away. 

The mere issuance of a preliminary permit, under section 5 of the 
Federal Power Act, gives to the holder of the permit a priority for a 
period of up to 3 years for the obtainment of the license. The clear 
purpose of this section is to protect such permittee from having his 
initial investment in the making of preliminary plans and studies pre- 
empted by some other applicant. 

This same equitable principle of priority should certainlv he ex- 
tended to holders of licenses upon the expiration of the 50-year period, 
in those cases where the United States elects not to take over the 
licensed project. 

In 1958 by the enactment of Public Law 278, 83d Congress, the 
Congress recognized the desirability of continuity of licenses, by pro- 
viding for such continuity in the case of licenses held by States and 
municipalities. Certainly such continuity should be afforded the 
other citizens of the United States of America who are customers of 
other licensees. 

Under this Nation’s existing regulatory system the consumers of 
the power from a licensed hydroelectric project actually pay for the 
construction through depreciation costs and maintenance cost of that 

roject. 
Phercbiee. those consumers who have in effect paid for a large part 
of the cost of the project during the period should. be the ones to enjoy 
the resultant lower rates in the new license period. This can only 
be done by allowing a priority of renewal of the term of the license 
to the existing licensee, over and above all other applicants except, of 
course, the United States. 

Thank you, Mr, Chairman. 

Mr. Harris. Thank you, Mr. Kohlhepp. Are there any questions? 
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We are very glad to have your statement Mr. Kohlhepp. 

Mr. KoutHepr. Thank you, sir. 

Mr. Harris. This will conclude the hearings, and the committee 
would like to go into executive session. 

(Thereupon, at 11 a. m., the committee adjourned, subject to the 
call of the Chair.) 

















FEDERAL POWER ACT 
(Upstream Benefits) 


THURSDAY, JULY 5, 1956 


Houser or REPRESENTATIVES, 
SUBCOMMITTEE ON TRANSPORTATION AND 
CoMMUNICATIONS OF THE COMMITTEE ON 
INTERSTATE AND ForeEIGN COMMERCE, 
Washington, D. C. 

The subcommittee met at 10 a. m., pursuant to call, in room 1333, 
New House Office Building, Hon. Oren Harris (chairman of the sub- 
committee) presiding. 

Mr. Harris. The committee will come to order. 

The subcommittee called the meeting today to take further testi- 
mony on H. R. 7468, a bill sponsored by our colleague from Virginia, 
Mr. Gary. 

Hearings were held on this legislation last week. The files in- 
dicated those who were interested since the bill had been before the 
committee since July 19, 1955. There was nothing in the record re- 
garding opposition to the legislation. 

After those hearings, information was received from various per- 
sons indicating that they had not had an opportunity to be heard on 
it. In view of that situation and the wires and communications that 
we received, it was thought advisable, and certainly justified, that we 
reopen the hearings, giving you people who are opposed to this legis- 
lation an opportunity to be heard. 

In order that we may not be faced with a similar situation regard- 
ing someone who might be interested again on the other side, may I 
inquire if there is anyone here today who wishes to testify further in 
support of the legislation ? 

Mfr. Wheeler, we tried to get you the other day. Your father had 
spoken to me about this legislation many times over the past months. 

Mr. Epwarp K. Wueeer (attorney at law, Washington, D. C.). 
That is correct. 

Mr. Harris. I knew he was in the hospital and I had the clerk call 
you and you were tied up and couldn’t get out. 

Mr. Wueeter. That is correct. 

Mr. Harris. In view of that situation, would you care to make a 
statement for the record now ? 

Mr. Wueeter. I don’t believe anything further. I have read the 
record of the proponents of the legislation and it seems to me that it 
is amply covered by their testimony. 

Mr. Harris. Very well then. 

27 
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Mr. Wiriitarp W. Gatcuett (General Counsel, FPC). My name is 
Willard Gatchell, and in view of Mr. Wolverton’s statement at the 
hearing that we might cut our statements short, I did cut mine short 
because no opposition had appeared. If there are some questions that 
come up that I could answer, I will be glad to do so. 

Mr. Harris. Thank you, Mr. Gatchell. Weappreciate your coming 
back with us. I recall, however, that you read your entire statement. 

Mr. Gatcneiy. Yes, sir; I read all that I had prepared in writing. 

Mr. Harris. Very well. 

I have some wires that I think should be noted for the record. I 
have one from the Montana Association of County Commissioners by 
Mr. Frank Dougherty. 


Our convention endorsed headwaters benefits, H. R. 7468, by Gary of Virginia. 
We will appreciate its passage. 


We have a letter from the Southern California Edison Co. signed 
by Mr. Bruce Renwick which will be included in the record at this 


oint. 
(The letter referred to follows :) 


SouTHERN CALIFORNIA Epison Co., 
Los Angeles, Calif., June 29, 1956. 
Re H. R. 7468, 84th Congress 
Hon. Oren Harris, 
Chairman, Subcommittee on Transportation and Communication, Interstate 
and Foreign Commerce Committee, House of Representatives, Washing- 
ton, D.C. 

My Dear Mr. Harris: We are advised that your subcommittee has under con- 
sideration H. R. 7468 introduced by Representative Gary in the first session of 
this 84th Congress. Hearings were held by your subcommittee on June 27 
and we understand that further hearings are expected to be held in the near 
future. 

In our opinion the passage of this bill would be desirable. We respectfully 
request, however, that section 1 thereof be amended by the addition of a sav- 
ing clause to preserve rights to headwater benefit payments under section 10 
(f) of the Federal Power Act with respect to benefits conferred or received 
prior to a repeal of section 10 (f) by the enactment of this bill. Section 1 of 
this bill should be amended to read as follows: 

“That section 10 (f) of the Federal Power Act is hereby repealed: Provided, 
however, That nothing herein contained shall affect in any manner any rights 
or obligations with respect to payments and benefits conferred or received prior 
to the effective date hereof.” 

S. 1574, now pending in the Senate, is similar in this respect to H. R. 7468, At 
our suggestion, S. 1574 was amended in the Senate Committee on Interior and 
Insular Affairs as hereinabove set out. 

We have discussed this matter with Mr. Willard Gatchell, General Counsel 
of the Federal Power Commission, and with other companies that would be 
affected thereby, and all are in agreement as to the desirability of our suggested 
amendment. 


Respectfully yours, 
Bruce RENWICK. 


Mr. Hinsuaw. Mr. Chairman, you understand this letter is for the 
purpose of offering an amendment to section 1, which it sets forth in 
the letter, on account of rights and benefits having already been estab- 
lished under the act and to insure their continuity under the act. 

Mr. Harris. That is the reason I suggested it go in the record at 
this place, so it would come between the proponents and the opponents 
in the record. 
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I have a letter from Vancouver, Wash., by Gus Norwood, executive 
secretary of the Northwest Public Power Association. 


In view of my inability to come to Washington, D. C., to testify in person at 
the hearing on H. R. 7468 on July 5, 1956, we will airmail our written testimony 
in time for the hearings. 


Ihave Mr. Norwood’s statement, which will be included in the record 
at this point, with the wire. 
(The letter and telegram referred as follow :) 


NortTHWEsT Pustic Power AssocrATIon, INc., 
Vancouver, Wash., July 2, 1956. 
Subject: Testimony on H. R. 7468. 
Hon. Oren Hargis, 
Chairman, Subcommittee on Transportation and Communications, 
House Committee on Interstate and Foreign Commerce, 
Washington, D. C. 


Deak REPRESENTATIVE Harris: Thank you for your kind telegram of June 29 
advising that hearings on H. R. 7468 would be reopened July 5 to permit inclu- 
sion of our testimony in opposition to H. R. 7468. 

My name is Gus Norwood. I serve as executive secretary of the Northwest 
Public Power Association, a nonprofit, nonpartisan service association owned 
by 102 consumer-owned electric systems, namely, rural electric cooperatives, 
publie utility districts, and city-owned electric systems which supply electricity 
to some 1,750,000 people in Alaska, Montana, Idaho, Oregon, and Washington. 
These systems own and operate about $700 million in electric utility plant. Our 
generating plants produce somewhat over 1 million kilowatts. In addition we 
purchase about $17 million worth of electricity from Federal dams, increasing 
to over $30 million around 1960. 


WE HAVE LARGE ECONOMIC INTEREST IN THIS BILL 


Our systems have a large economic interest in full, comprehensive multiple- 
purpose development of the Nation’s rivers. We have an economic interest not 
only in full development of the available water resource but also in achieving 
the lowest possible cost. Thirdly, our systems have an economic stake in pre- 
venting private monopoly of water power resources, both at the present time and 
in the future. 

We propose to show that H. R. 7468 operates in the direction of (1) higher cost 
power, (2) wasteful underdevelopment of potential power, and (3) monopoly 
of key power sites which belong rightfully to the people. H. R. 7468 is a wrong- 
way Corrigan. 

H. R. 7468 is a perpetual appropriations bill whereunder payments will be 
made by various Federal agencies each year in such amounts as will be deter- 
mined by various private utilities. These payments will have the effect of the 
public having to pay rent for the use of its own public property. 

Additionally H. R. 7468 would abolish the 50-year limitation on the term of 
FPC licenses and instead would convert all FPC licenses into perpetual grants. 
For this new grant there is no quid pro quo. Where previously an FPC license 
constituted a tenancy or limited leasehold, H. R. 7468 would guarantee an abso- 
lute, perpetual, fee simple, monopoly grant. This would turn back the clock 
to the days prior to the famous veto messages of President Theodore Roosevelt. 
He would turn over in his grave if he saw H. R. 7468. 

A minor proviso of H. R. 7468 increases from 100 horsepower to 2,000 horse- 
power the size of small projects which are exempt from FPC jurisdiction. On 
its face we have no objection to this change. However, in the Pacific Northwest 
we are abandoning most projects of under 2,000 horsepower. In the State of 
Washington, the city of Ellensburg recently abandoned a 2,500-kilowatt hydro 
plant despite the fact that it was debt-free. Rising labor and other costs make 
such small projects economically unfeasible. Accordingly,..we. are: skeptical 
even of that one small portion of H. R. 7468 which appears innocuous. 

Therefore we propose no amendments to the bill. We prefer to oppose the 
entire bill. 

In addition to our representation on behalf of our own 1,750,000 consumers, 
we oppose this bill on the ground that it would not be good legislation and that 
it would be contrary to the public interest, 
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CHIEF EFFECT OF BILL IS ON NORTHWEST 


_ Our studies indicate that on balance somewhat over 60 percent of the Na- 
tion’s economically feasible waterpower lies in the Pacific Northwest including 
Alaska, FPC document P-26 dated January 1, 1953, lists about 109,500,000 kilo- 
watts within the United States of which 21.4 million kilowatts has been devel- 
oped and 88 million kilowatts remain undeveloped. In addition Alaska has 
some 15,500,000 kilowatts of undeveloped power according to recent Corps of 
Engineers estimate. 

Of the total of 103.5 million kilowatts of undeveloped waterpower, about 51 
percent lies in the Northwest with 15.5 million in Alaska, 16.3 in Washington, 
8.1 in Idaho, 6.5 in Oregon, 6.3 in Montana, or a total of 52.7 million kilowatts 
of future waterpower. 

These FPC statistics, however, understate the waterpower situation in two 
respects. The Northwest figures are based on an assumption of high-load factor 
plants in contrast to experience in most of the country and current thinking. 
On the Columbia River instead of FPC’s 34.2 million kilowatts ultimate develop- 
ment, we visualize not less than 50 million kilowatts as being feasible from an 
engineering standpoint. 

Secondly, on the ground of economic feasibility we think it is reasonable to 
estimate that about 80 percent of the Northwest potential will probably be built 
while the percentage in many portions of the Nation will be under 50 percent. 

These two factors of load factor and economic feasibility when applied to 
the existing statistics suggest that on balance over 60 percent of the Nation’s 
unharnessed waterpower which is economically feasible of development lies in 
the Pacific Northwest. 

Now to go a step farther, about half of the vast potential waterpower of the 
Pacific Northwest is dependent upon construction of upstream, dual purpose, 
flood control, and power storage dams to regulate the flow of the rivers. This 
conclusion is stated by Mr. Ben E. Torpen, general engineer, Corps of Engineers, 
in his detailed report to the Columbia Basin Interagency Committee, December 
12, 1951: 

“Without large storage, floods will continue. Damages will increase in pro- 
portion to cultural development. Without large storage the thirty-odd-million 
kilowatt potential of the Columbia Basin will be cut in half.” 

For these reasons we believe H. R. 7468 will have its chief effect in the Pacific 
Northwest. The private monopolies covet the large blocks of unharnessed water- 
power which are still available in our public domain. 

Our view that the Pacific Northwest is primarily affected is supported by the 
fact that the various bills to amend the Federal Power Act to provide private 
utilities a subsidy for upstream storage have been listed on the business agenda 
for meetings of the Pacific Northwest Power Co. since its founding April 10, 
1954, by four private power companies. 

These agenda were made available to the United States Senate during Senator 
O’Mahoney’s EBASCO investigation and specifically lists this entry or similar 
wording: 

“Amendment of section 10-F, Federal Power Act (downstream benefits)” for 
the following meetings : April 2, 1954; June 22, 1954; October 19, 1954; November 
10, 1954; December 28, 1954; January 17, 1955; February 12, 1955. At the June 
9, 1955, meeting the agenda specifically refers to 8. 1574 and adds the word 
“witnesses.” §S. 1574 is again mentioned in the August 2, 1955, minutes. 

The Pacific Northwest Governors Power Policy Committee and its engineering 
committee have several times been asked by the private utility members to en- 
dorse 8S. 3484 and H. R. 9326 (83d Cong., 2d sess.) and S. 1574 (84th Cong., 1st 
sess.). As a member of both committees I opposed these bills. They were not 
endorsed. 

Hearings on S. 3434 include opposition testimony from Senators Warren Magnu- 
son, Henry M. Jackson, and Wayne Morse. Opposition testimony was also filed 
by the Northwest Public Power Association with both the Senate and House 
Interstate and Foreign Commerce Committees on June 1, 1954, on S. 3434 and 
H. R. 9326 but was omitted from the hearing record. 

The National Rural Electric Cooperative Association on June 9, 1954, opposed 
S. 3484 before the Senate Interstate and Foreign Commerce Committee and also 
opposed S. 1574 on June 29, 1955, before the Senate Committee on Interior and 
Insular Affairs. 

The American Public Power Association testified against 8S. 3434 on June 15, 
1954, and also against S. 1574 on June 29, 1955. 
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Our own association testified against S. 1574 by letter dated June 4, 1955, and 
June 28, 1955. 

We respectfully call attention to all the testimony in opposition to S. 1574 and 
S. 3434. We hereby reaffirm and support our own and all other opposition 
testimony presented at that time. 

We also strongly support the minority report of Senators Jackson, O’Mahoney 
and Neuberger on S. 1574 dated May 7, 1956. 


A BAD BUSINESS PROPOSITION 


It is well know that the Pacific Northwest Power Co. and its four private 
utility owners want H. R. 7468 in order to permit it to build the $120 million 
Bruces Eddy Dam on the Clearwater River. 

Let us apply H. R. 7468 to this case. Assume $20 million is written off the 
flood control and is paid by the Federal taxpayer as a grant-in-aid of construction. 
Then let’s assume $50 million each are allocated to (1) at site power, and (2) 
downstream benefits. 

On its $50 million investment for downstream power the company requires a 
12 percent rate of return before corporation income taxes or 6 percent return 
after taxes; 12 percent on $50 million is $6 million which must be paid annually 
by the 8 downstream Federal dams from Bonneville Dam on up. However, this 
$6 million is in addition to depreciation, maintenance, operation, local taxes, ete. 

On the other hand, and directly comparable, if a Federal Bruces Eddy were 
built the 244 percent interest on $50 million for downstream benefits would cost 
only $1,250,000 or 20.8 percent as much. The other 79.2 percent is a straight 
subsidy and a straight unjustified rate increase. 

Note that 214 percent on the entire power investment would only be $2,500,000 
per year. Even if the $20 million of flood control features were made reimbursa- 
ble the total annual Federal interest cost would be only $3 million or half of 
the downstream payment. 

This is not good business. If the effort is to make a poor businessman out of 
Uncle Sam, H. R. 7468 would be an appropriate and diabolic stratagem. 


INTEREST IS KEY COST 


A study of the $3 million annual costs of Hungry Horse Dam (see annual BPA 
reports) shows 10 percent for O. and M., 30 percent for repayment of debt over 
50-year period, and 60 percent for interest at 2% percent. Thus Hungry Horse 
Dam is like an iceberg with 10 percent of its costs visible while the other 90 per- 
cent are handled by a bookkeeper in Washington, D. C. A 1-percent increase in 
the cost of money from 244 to 3% percent would increase Hungry Horse Dam 
power cost 24 percent. The use of the 12 percent rate of return under private 
utility ownership would triple the power rate. No private utility can or will 
build projects like Hungry Horse Dam. 

Now, any assumption that H. R. 7468 would permit private construction of 
Hungry Horse Dam would be erroneous unless the Federal Government would 
(1) subsidize flood control by means of a cash grant, (2) provide a liberal 
accelerated amortization certificate, (3) provide liberal 12 percent rate of return 
on investment allocated to downstream benefits, (4) provide low-cost rates for 
wheeling power over the Federal high voltage lines. Under these arrangements 
the cost of downstream Federal power would be high and would be noncompeti- 
tive; the taxpayer would be burdened by the flood-control costs and the cost of 
accelerated amortization; and, the private utility alone would have a low-cost 
power. Not since Mephistopheles acted as financial wizard for Faust has such 
financial legerdemain been attempted in public business. 


IN SUMMARY 


Lack of time prevents more detailed cases to be presented in our testimony. 
It is significant that the proponents avoid presenting any case studies or to show 
application of H. R. 7468. 

The argument that H. R. 7468 is good because it is supported by the Eisenhower 
administration is not valid because of the known private power bias in that 
administration. 

The proposal to convert the 50-year FPC licenses into perpetual monopoly 
grants would be contrary to good public morals. Such grants of public property 
without quid pro quo would be unconscionable. The 50-year grant is already a 
jong, long time. 
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The exemption of 2,000-horsepower projects from FPC jurisdiction is not 
objectionable to this association. 

However, we oppose most strongly the downstream benefits subsidy scheme. 

It is inconceivable that the people of the United States as the owners of 
Bonneville Dam should pay tribute to an upstream private utility merely because 
that utility was granted use of a valuable upstream waterpower privilege at a 
site which also belongs to the people. This would be like paying rent on your own 
property. 

Respectfully submitted. 

NorRTHWEST PUBLIC PowrER ASSOCIATION, 
Gus Norwoop, H@ecutive Secretary. 


Mr. Harris. Mr. Angus McDonald, assistant legislative secretary 
to the National Farmers Union. Is Mr. McDonald here? I have a 
letter from Mr. MeDonald advising that he would like to appear 
before the committee today, July 5. Is Mr. McDonald here? 

He probably will come in later. We will present this for the record, 
however. 

(The letter referred to follows:) 

NATIONAL FarMers UNION, 
Washington, D. C., July 3, 1956. 
Hon. OREN Harris, 
United States Congressman, 
House Office Building, Washington, D. C. 

Dear CONGRESSMAN Harris: Our attention was belatedly called to the fact 
that you are holding hearings on H. R. 7468, a bill which would amend the Federal 
Power Act. Unfortunately, I have been out of the city for the last 2 weeks and 
was not able to express our interest in this legislation. 

We would appreciate it very much if you could make arrangements for me to 
appear briefly before your committee on Thursday, July 5. I have talked to 
Mr. Painter today, and he has put my name on the list of witnesses. 

Sincerely, 
Aneus McDOonaALp, 
Assistant Legislative Secretary. 


Mr. Harris. We have a letter from Mr. Clyde T. Ellis, general man- 
ager of the National Electric Rural Cooperative, expressing an inter- 
est in it and we will include it in the record. 

(The letter referred to follows :) 

NATIONAL RurAt ELectric COOPERATIVE ASSOCIATION, 
Washington, D. C., July 2, 1956. 


Hon. OreEN Harris, 
Chairman, Subcommittee on Transportation and Communications, 
House Committee on Interstate and Foreign Commerce, 
House of Representatives, Washington, D. C. 

Dear ConaressMAN Harris: Members of the staff of the National Rural Blec- 
tric Cooperative Association are scheduled to be heard on H. R. 7468, known as 
the downstream benefits bill. The hearings will be held at 10 a. m., July 5, 1956. 

We hope that you will be able to attend the hearings when our people present 


their testimony. 


Sincerely, 
, Crype T. Ev.is, General Manager. 


Mr. Harris. Mr. Cochran, we will be glad to hear from you. 


STATEMENTS OF CLAY L. COCHRAN, DIRECTOR, DEPARTMENT OF 
LEGISLATION, RESEARCH, AND MANAGEMENT; AND CHARLES 
ROBINSON, STAFF ENGINEER, NATIONAL RURAL ELECTRIC 


COOPERATIVE ASSOCIATION 
Mr. Cocuran. Mr. Chairman, my name is Clay Cochran. I am 


representing the National Rural Electric Cooperative Association. I 
have with me our staff engineer, Charles Robinson. We are very 
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grateful to you and the committee for permitting us to appear, and 
we apologize for delaying the action of the committee, particularly at 
this time of the year, hie this bill simply got past us and we felt it was 
very vital to the rural electric system so we asked to appear. 

We are grateful for the opportunity. As most of you know, the 
National Rural Electric Cooperative Association is a national service 
organization representing about 90 percent of the REA-financed elec- 
tric systems in the country. 

If it is agreeable with the chairman and the committee, I would 
like to read a brief summary of our statement here. 

Mr. Harris. Would you like, Mr. Cochran, to have your entire 
statement included in the record and then give the summary / 

Mr. Cocuran. Yes, sir; if you would do that, it would save you 
time and we can elaborate on any of the summary points which 
you think necessary. 

Mr. Harris. Very well. Your statement will be included in the 
record and you may proceed. 

(The statement referred to follows :) 


STATEMENT OF CLAY L. COCHRAN, NATIONAL RURAL ELECTRIC COOPERATIVE 
ASSOCIATION, IN OPPOSITION TO H. R. 7468 


Mr. Chairman and gentlemen of the committee, my name is Clay L. Cochran. 
I am director of the department of legislation, research, and management of the 
National Rural Electric Cooperative Association which is the national service 
organization for approximately 90 percent of all REA financed electric systems in 
the United States and Alaska. 


IMPORTANCE OF LOW-COST FEDERAL POWER TO RURAL ELECTRIC SYSTEMS 


We are interested in H. R. 7468 because it will directly affect the supply and 
cost of wholesale power to the rural electric systems. During fiscal 1955, the 
rural electric systems used over 17-billion kilowatt-hours of electric energy. 
Aproximately 32 percent of the total came from Federal power agencies, an 
indication of the importance of the Federal power program to our systems. 
Moreover, the price paid by our systems to the private utility companies for 
wholesale power was 8 mills per kilowatt-hour, whereas, by contrast, the cost 
of Federal wholesale power purchased was only 5.5 mills per kilowatt-hour. 
In other words, on the average, wholesale power purchased from private 
utility corporations cost us 31 percent more than power purchased from the 
Federal Government. Since 32 percent of the operating expenses of REA 
borrowers goes for wholesale power (nationalaverage), the single largest item 
of operating expense, any proposed bill affecting: power rates is a matter of 
keen interest to our systems. 


RURAL ELECTRIC SYSTEMS ARE OPPOSED TO H. BR. 7468 


We are here to express our epposition te H. R. 7468 as we expressed our 
opposition to a similar bill S. 1574 in the Senate last year and to S. 3434 the 
previous year. These bills all conform te a similar pattern, a pattern we be- 
lieve is designed to radically alter Federal power policies hammered out over 
the years in the best interest of all the people, and alter those policies not for 
the purpose of furthering the public imterest, but rather to serve the narrow 
interests of the private power companies. 


PREVIOUS FPC ACTION PURSUANT TO SECTION 10 OF THE FEDERAL POWER AOT 


The Federal Power Commission has for 33 years been vested with the authority 
to assess annual charges against privately owned water power projects for 
benefits which accrue to them by reason of the existence of Federal multiple- 
purpose dams upstream. H. R. 7468 broadens this feature of the Federal 
Power Act to include the reciprocal condition. Under H. R. 7468, the FPC 
would: be empowered to assess charges’against-l'ederal- multiple-purpose projects 
for benefits conferred on them by privately owned projects. The Commission 
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would also be empowered to charge one Federal project for benefits conferred 
on it by another Federal project. 

To the best of our knowledge, the Commission has exercised its existing author- 
ity to fix and collect charges from private utility companies only to a very limited 
extent, and the Federal Government has, up to the present time, received very 
few payments for benefits accruing to privately-owned projects. For instance, 
Interior Department figures indicate that the Hungry Horse project on the South 
Fork of the Flathead River in Montana will benefit privately owned downstream 
plants owned by the Washington Water Power Co. and Montana Power Co. 
in the amount of some 163,000 kilowatts of firm capability. The Hungry Horse 
proect has been on the line for almost 3 years now. Yet the Federal Power 
Commission, to our knowledge, has entered no final order establishing payments 
by the private companies to the Federal Government for the benefits conferred 
on the private projects by Hungry Horse. 

A similar situation exists in the southeast United States where the Federal 
Government has constructed the 208,000-kilowatt John H. Kerr Dam on the 
Roanoke River in Virginia. The Virginia Electric & Power Co. has built, under 
FPC license, the 90,000 kilowatt Roanoke Rapids site downstream from the John 
H. Kerr Dam. Estimates of benefits accruing to the Roanoke Rapids site from 
the construction of the John H. Kerr Federal Dam upstream have been estimated 
at from $250,000 to $1,955,000 per year. The Federal Power Commission has 
entered no final order assessing these benefits, but has indicated in a statement 
of findings and order, relative to the operation height of the Roanoke Rapids 
Pool, dated May 29, 1953, that the Commission then considered in favorable 
light the lowest estimate of $250,000 per year rather than any of the higher 
estimates. 

The Commission found that the benefits accruing to the Roanoke Rapids site 
consisted exclusively of incremental energy increases, and that no additional 
firm capability was made a¥ailable by the existence of the upstream Federal 
project. The Commission apparently did not consider the fact that were the 
Federal Government to operate on an integrated basis both the John H. Kerr 
Dam and the Roanoke Rapids project, as was originally contemplated, additional 
firm power would, in all probability, be made available by the integrated operation 
of these two projects. 

In other words, here the Federal Government is deprived of the right to 
develop and operate one of the most feasible projects in the comprehensive plan 
for the Roanoke Basin by the granting of the Roanoke Rapids license to 
VEPCO. Estimates indicate that the withdrawal of Roanoke Rapids reduces 
the feasibility of the comprehensive plan from 1.47 to 1.34. Yet, in discussing 
the benefits accruing to the power company, the Commission did not consider these 
facts. And it should be emphasized that this is a very substantial consideration 
in nearly all cases where the Federal Government is deprived of operating two 
or more projects on a given stream on an integrated basis by the granting of 
a Federal Power Commission license to a private utility company to construct 
and operate a project previously reserved for integrated operation by the Federal 
Government. 

Moreover, in 1929, prior to Federal construction of the Buggs Island Reser- 
voir, VEPCO applied for a license to build a 41,000-kilowatt plant at Roanoke 
Rapids. After the Federal project was assured, VEPCO revised its application 
to encompass a 91,000-kilowatt plant, thus testifying to the fact that the Fed- 
eral project must contribute over half of the firm power to the revised private 
plan. Despite these facts, FPC engineers claim the Federal project does not 
confer firm power benefits on the VEPCO plant. We believe that what is really 
needed is additional statutory protection of the Government interest rather 
than subsidy to the companies. 

It is also interesting to note, especially with respect to the Roanoke Rapids 
project, that the Virginia Blectric & Power Co. was granted by the Defense 
Electric Power Administration a certificate entitling the company to depreciate 
over a period of 5 years $21,511,750 of the total $33 million estimated cost of the 
project. Assuming a project life of 40 years, the certificate would benefit the 
Virginia Electric & Power Co. in the amount of $53,653,014, more than over 1.6 
times the entire cost of the project. 


MEASURING THE SUBSIDY UNDER H. R, 7468 


In the light of this existing FPC philosophy, it is significant that in estab- 
lishing a statutory basis for the levying upon Federal hydroelectric projects of 
assessments by which to subsidize the private construction, H. R. 7468 changes 
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the existing technical wording of section 10 (f) of the Federal Power Act of 
1920. The Federal Power Act now provides that the measure of payments to 
be assessed against private projects for benefits conferred upon them by Fed- 
eral projects shall be “such part of the annual charge for interest, maintenance, 
and depreciation thereon as the Commission may deem equitable.” 

By contrast with this provision in the existing law, section 2, of H. R. 7468 
provides, “the annual charges hereunder shall be such part of the fixed costs of 
the facilities furnishing the benefits plus such part of the annual operating and 
maintenance costs of such facility, including lands, rentals, and similar charges 
as the Commission may deem equitable: Provided, That such annual charges 
shall not exceed the value of the benefits realized or received.” 

Thus, in place of “interest, maintenance, and depreciation” that is now writ- 
ten into the law, the pending legislation proposes to substitute “fixed costs * * * 
plus * * * operating and maintenance costs * * * including land rentals and simi- 
lar charges.” 

In testimony submitted during the Senate hearings on S. 1574, which is the 
Senate version of H. R. 7468, the Federal Power Commission indicated to the 
Senate subcommittee that under section 10 (f) of the Federal Power Act as 
now interpreted, the basis for calculating headwater benefits consisted of in- 
terest charges on investment in the upstream project at 2144 percent for Federal 
and 6 percent for private projects. As a result, the ratio of private to Federal 
annual charges under the formula of section 10 (f) as it now stands would be 
in the neighborhood of 2 to 1. This means that under the present section 10 (f) 
the Federal Government would have to pay $2 to a private company but that a 
private company need pay the Federal Government only $1 for the same benefit. 

However, under the H. R, 7468 the benefits payable are based upon annual 
fixed charges. For private projects, the FPC has generally determined fixed 
charges to be 2.19 percent of plant investment as contrasted with 3.83 percent 
for Federal projects. This means fixed charges for a private hydro plant would 
be 3 times that of a comparable Federal plant and that under this proposed leg- 
islation a downstream private project would pay an upstream Federal project 
for the benefits received at only one-third of its own fixed costs of providing such 
storage at the upstream site. The downstream private project, in effect, gets 
the full benefit of the low-cost upstream Federal plant, a fine subsidy to the 
downstream private project. - 

On the other hand, a downstream Federal project would pay an upstream 
private project for benefits received at a rate approximately three times the 
cost of equivalent Federal storage. Stated another way, if the power bene- 
fits received by a private project and a Federal project are equal, the Federal 
Government would owe the private company just three times as much money 
as would be owed in return were their positions reversed. In effect, what 
this bill would do would not only be to amend the Federal Power Act to allow 
the FPC to assess Federal projects for funds with which to subsidize private 
upstream development, but would so change the method of calculating these 
benefits as to make the Federal Government pay three times as much to a 
privately developed upstream site as a private company would pay to a federally 
developed site for exactly the same benefits. 

It is entirely conceivable that under this bill, the rates for power from 
every downstream Federal dam might have to be raised every time a private 
project were built upstream. 


PACIFIC NORTHWEST POWER CO. DEMANDS SUBSIDY 


On August 24, 1954, an article appeared in the Wall Street Journal directly 
bearing on the subsidy aspect of this legislation. A combination of four major 
private utility companies in the Northwest, doing business as the Pacific North- 
west Power Co., stated, through Mr. Kinsey Robinson, it president, that al- 
though the Federal Power Commission had granted Pacific Northwest an 18- 
month preliminary permit to build 2 upstream reservoir storage projects on 
the Clearwater River, construction of these projects by his company depended 
on two conditions. One was enactment by the Congress of a downstream bene- 
fits bill, such as H. R. 7468, to provide assessment on downstream dams for 
benefits from upstream water storage. Mr. Robinson’s other condition for build- 
ing was a decision by the Federal Government to advance funds for flood-control 
features of the dam. The following is a copy of the excerpt from the Wall 
Street Journal to which I refer: 
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“PACIFIC NORTHWEST POWER TO EXPLORE TWO SITES FOR IDAHO POWER DAMS 


“SpOKANE.—Pacifie Northwest Power Co. will do exploratory work this fall 
at the sites of two proposed power dams in Idaho, according to Kinsey M. 
Robinson, president. The Federal Power Commission has granted the com- 
pany an 18-month preliminary permit for study of the proposed hydroelectric 
developments. 

“The locations are at Bruces Eddy on the North Fork of the Clearwater River, 
with power capability estimated at 244,000 kilowatts, and Penny Cliffs on the 
Middle Fork of the Clearwater, rated at 292,000 kilowatts. 

“Mr. Robinson said Pacific Northwest Power had asked for more time, as 
the 18-month limit is ‘terribly short.’ He also said two fundamental questions 
must be settled before the company could proceed to build the dams—a down- 
stream benefit act of Congress, to standardize assessment of costs to down- 
stream dams for benefits from upstream water storage, and a decision whether 
the Federal Government is willing to advance funds for flood-control features 
of the dams, 

“Pacific Northwest Power is a joint enterprise of Washington Water Power 
Co., which Mr. Robinson also heads; Montana Power Co., Pacific Power & Light 
Co., and Portland General Electric Co.” 

Mr. Robinson apparently feels that the Federal Government should finance, 
as flood-control features, a major portion of the project for which he has ap- 
plied for a license, and in addition, should help pay for construction by this 
company of the power features of the project by assessing downstream Fed- 
eral plants for the incidental benefits provided by the joint Federal-company 
project. Mr. Robinson is also president of the Washington Water Power Com- 
pany of Spokane, Wash., which has received a certificate authorizing accelerated 
depreciation on $29,970,000 of the total cost of its 200,000-kilowatt Cabinet Gorge 


hydroelectric plant, 
EFFECT OF H. R. 7468 ON COMPREHENSIVE DEVELOPMENT 


In view of the almost unlimited authority conferred on FPC by the bill, we feel 
that it would not only result in exploitation of a particular hydro site itself, 
but also in substantial loss to the United States at downstream hydroelectric 
plants already existing or planned for future construction. The Federal power 
system in the Pacific Northwest affords an excellent example. 

Referring to our earlier example of the Hungry Horse project on the south 
fork of the Flathead River in Montana, Bureau of Reclamation figures indicate 
that the firm power available at site from the Hungry Horse site is 220,000 
kilowatts. On the other hand, the existence of this project and its large storage 
reservoir, makes available to downstream projects, an additional 880,000 kilo- 
watts of dependable power. These downstream benefits accrue not only to the 
privately owned hydroelectric facilities already mentioned, but also to projects 
owned and operated by the Federal Government, both existing and under con- 
struction. The total cost of the Hungry Horse project is $102 million, of which 
$82 million are allocated to power. Of this $82 million allocated to power, $57 
million is the joint cost of facilities allocated to power. Of this $57 million, 
only $19 million of the joint cost of facilities allocated to at-site power, and 
twice that amount, or $38 million, are allocated to power facilities at downstream 
projects benefited by the Hungry Horse construction. Thus, about 37.5 percent 
of the total cost of the project is charged to downstream hydroelectric benefits. 
In addition, by building and operating the Hungry Horse project, the Federal 
Government not only secures operating control over the 220,000 kilowatts at 
the site, but more important, it controls the additional 890,000 kilowatts of 
downstream power and can operate the integrated system as a unit, thereby 
securing the maximum benefits from the whole. In order to accomplish such 
coordinated operation of a system, it is necessary that all parts be interconnected 
by high-voltage transmission network which provides for the free flow of power 
between the various interconnected generating units. In the case of the Hungry 
Horse project, it will be operated at high production during the critical winter 
months, and production will be reduced at the site during the high runoff months 
in the spring and summer. 

Had a private utility company constructed the Hungry Horse project, it would 
be reasonable to assume that under the proposed legislation, a goodly portion of 
its construction cost would have been paid by the Federal Government in the 
form of annual payments for benefits received at downstream projects. The 
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pasis of such payments by the Government would, under H. R. 7468, be based 
on private utility fixed costs—three times Federal costs. The Government would, 
thereby, over a period of years, pay a percentage of the total cost of the project ; 
but would be denied title to it. And these payments by the United States would 
apparently continue in perpetuity. Conceivably, the Federal payments could 
repay to the private company the entire cost of its project. By contrast, the 
Federal Government having constructed the project itself, holds title to it and 
will continue to accrue benefits from the project in the form of power-sales 
revenue, not only during the amortization period, but, thereafter, during the 
entire remaining useful life of the project. 

Moreover, it is very doubtful that any private-utility company, operating for 
profit purposes, would be able to as fully integrate a project such as Hungry 
Horse to provide maximum benefits to the area grid as does the Federal Govern- 
ment. Any utility company would have to maximize production at a project 
such as Hungry Horse during the entire year, reserving for only secondary con- 
sideration the benefits it made available to other generating plants downstream. 

The private company, undertaking these upstream storage projects, would 
secure operating control not only of the at-site power, but of the far greater 
quantities of power made available downstream by water released from the 
project, and although the Federal Government paid for downstream benefits, 
it would have no direct operating control over their availability. 


LESS DESIRABLE SITES LEFT FOR FEDERAL DEVELOPMENT 


Federal power construction agencies in securing congressional authorizations 
and appropriations for development of comprehensive river basin development 
plans, must now design with two criteria in mind. Each individual project 
of the plan must show a benefit-to-cost ratio better than 1 to 1. If the private 
utility companies are allowed to develop the more desirable sites with the aid of 
subsidies in the form of Federal payments for downstream benefits, lucrative 
“partnership” proposals, and accelerated depreciation certificates, the govern- 
ment will be left to develop the less desirable sites and the overall economy 
of the comprehensive plan will be reduced. 


FULL DEVELOPMENT DISCOURAGED 


The cost of developing a given hydroelectric site would generally be higher to 
a private corporation than to the Federal Government. Thus, it can be assumed 
that the private group may not always develop the entire potential of a given 
site, but the development undertaken by it may nonetheless preclude full de- 
velopment by the Federal Government. 

The license recently granted the Idaho Power Co. to build three relatively 
low head dams on the Snake River is a good example. The Bureau of Reclama- 
tion has rather complete plans for the construction of a high hea: H>lls Canyon 
Dam on the Snake River which would develop virtually the entire potential of 
the river at that point. The Idaho Power Co. plan would develop only a por- 
tion of the benefits. Therefore, under the Federal Power Commission license the 
Federal Hells Canyon Dam, including 3.9-million acre-feet of reservoir storage 
and approximately 1-million kilowatts of firm power, would be superseded by 
the private development plan which includes only 1 million acre-feet of reser- 
voir storage and 230,000 kilowatts of firm power development. In other words, 
the Government and the people it represents in the Northwest would be forever 
deprived of 2.9-million acre-feet of reservoir storage and 770,000 kilowatts of, 
firm power. It seems to us perfectly absurd that although the Government, 
in this instance, would surrender 770,000 kilowatts of firm power and accompany- 
ing reservoir storage, it should nonetheless be required to pay for such benefits 
as may accrue to downstream projects from the limited development by the 
Idaho Power Co. of the Snake River. 

The Idaho Power Co. also has pending with the Office of Defense Mobilization 
an application for a certificate entitling it to depreciate in 5 years for tax 
purposes $67,138,000 of the Brownlee project, and $35,943,730 of the cost of the 
Oxbow project. If these applications are granted—as recommended by DEPA— 
the power company will secure over $30 million in interest-free loans from the 
Treasury and total subsidies over a 50-year period in excess of $325 million. 
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NEW FEASIBILITY CRITERIA IMPOSED 


We feel, Mr. Chairman, in addition, that H. R. 7468 and similar legislation 
would have an extremely detrimental effect on Federal comprehensive multiple- 
purpose river basin development plans. Again this is especially true with re- 
spect to the Columbia River Basin system in the Northwest where the Federal 
Government has already built many of the downstream plants. There are many 
upstream reservoir projects yet to be undertaken as part of the Federal plan. 
Two portions of the legislation presently under consideration would strike very 
hard at these comprehensive river basin development programs. 

There are usually several hydroelectric projects in any multiple-purpose river 
basin plan. Each of them depends on the others for its feasibility. Thus, the 
feasability of the 180,000-kilowatt Ice Harbor project on the Snake River which 
is authorized for Federal construction and on which the Corps of Engineers 
has already spent over a million dollars in planning funds, is based on the 
availability of upstream storage benefits from the Hells Canyon project. If, 
under section 2 of the proposed legislation, H. R. 7468, downstream benefits 
accruing to the Ice Harbor site from upstream storage from Hells Canyon, 
when and if it becomes available, are charged against the Ice Harbor project, 
it immediately becomes much less feasible. If, under section 1 of the proposed 
legislation a private utility company were to construct the Hells Canyon project, 
the benefits so accruing to Ice Harbor would be charged against it. The project 
would then also become much less feasible under this portion of the bill. Thus, we 
see that section 2 of the bill could conceivably revise the whole economic feasibility 
study of a comprehensive river basin development either by authorizing transfer 
of benefits accredited to downstream Federal projects to privately owned up- 
stream reservoir storage sites, or by allowing shuffling among several federally 
owned projects of the benefits conferred upon each of them by all of the others. 
Thus, the bill authorizes the FPC to effectively review and pass upon the feasibil- 
ity of the entire Federal power program in the Pacific Northwest and in other 
areas where comprehensive plans have been approved. Comprehensive basin 
plans must be viewed as an integrated concept. They cannot be considered as 
a series of discrete units. If the legislation now proposed as H. R. 7468 is 
passed, the Federal agency responsible for developing comprehensive river basin 
plans will have to not only design systems which are feasible as a whole and 
in which each project is separately feasible, but will have the additional burden 
of proving each project separately feasible when charged with all benefits ac- 
eruing from other projects in the plan. Such criteria would present a serious 
threat to future development plans. Although it may not be the intent of the 
Congress to convey, in the proposed legislation, power to review and redetermine 
the feasibility of Federal water resource development programs, nonetheless we 
feel such authority will be the effective result of the bill. 


H. R. 7468 CONFERS PERPETUAL LICENSE RIGHTS 


Section 6 of H. R. 7468 represents a basic substantive change in Federal 
power law. Section 15 of the Federal Power Act now provides that at the 
expiration of any original license, should the United States fail to exercise its 
right to take over, maintain, and operate the licensed project in accordance with 
section 14 of the act, the Commission may relicense the original licensee or may 
issue a new license to another licensee. Under section 7 of the act as it now 
stands, the Commission is required to give prference to the applications of 
States and municipalities for licenses under section 15 (relicensing). Thus, 
under the existing law, presumably upon the expiration of any existing 50-year 
license to a private utility company for development of a particular hydroelec- 
tric project, the Commission may relicense the same utility company, or grant 
a license for the same project to another applicant. But in considering the 
relicensing of a particular project at the end of the initial 50-year period, the 
Commission must under the existing law give preference to State and municipali- 
ties. 

Section 6 of H. R. 7468 changes the existing law and makes it mandatory upon 
the Commission to relicense the original licensee at the termination of the 
initial 50-year license period unless the Government itself decides to recapture 
the site. In other words, section 6 of H. R. 7468 not only changes the wording 
of section 16 of the Federal Power Act, but to a considerable extent nullifies 
the preference afforded to States and municipalities in section 7 of the act 
as it now reads. 
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In other words, section 6 of the legislation now pending grants a conditional 
guaranty of perpetual renewal to all existing and prospective licensees of the 
Federal Power Commission. 

It must be remembered that a private licensee of the Federal Power Com- 
mission is granted a privilege to use a great public resource for only a nominal 
fee and to make a profit on its investment in so doing. If the people of the 
Nation choose to build a dam downstream, it is inconceivable that they should 
pay tribute to the upstream licensee merely because it was granted the use of 
the valuable water-power privilege. This is asking the American people to pay 
rent on their own property. 


AN ABSOLUTE WINDFALL TO EXISTING LICENSEES 


Under the downstream benefits features of the bill, not only will private utility 
companies undertaking construction of headwater hydroelectric sites in the 
future be granted payment by the Federal Government for benefits conferred 
upon downstream Federal projects, but private utility companies that have built 
and completely amortized hydroelectric projects will nonetheless be eligible for 
Federal payments. 

Suppose that a private utility company has pursuant to the Federal Power 
Act secured a license for and constructed a large headwater hydro project in 
the year 1922. Presumably, by 1956, this project would be almost completely 
paid for with retail-rate schedules based upon a return from the entire cost of 
the project to the company. Let us further assume that the Federal Govern- 
ment has constructed one or more multiple-purpose hydroelectric dams down- 
stream from the company project. 

With the enactment of H. R. 7468, the upstream private project, notwith- 
standing the fact that it has almost completely paid out, would be entitled to 
receive a substantial annual payment from each of the Federal hydro projects 
located downstream. These payments would be in the way of a complete windfall 
to the company. 


SUMMARY 


The effect of H. R. 7468 is thus twofold. First, it confers upon the FPC the 
broadest possible power to levy on Federal hydroelectric developments payments 
designed to subsidize development of headwater hydro sites by private utility 
companies. 

In establishing the basis for determining such payments the bill provides that 
the Federal Government will pay private utility companies three times the amount 
of money for a particular upstream benefit conferred than would the private 
utility companies pay the Federal Government for exactly the same benefit. 
Second, the bill affords all existing licensees of the Federal Power Commission 
conditional property rights in perpetuity on existing hydroelectric plants and 
guarantees that the licenses under which these plants operate will be renewed 
forever except in those cases where the Federal Government itself decides to 
operate the plant. This effectively nullifies preference afforded to States, muni- 
cipalities under section 7 of the existing act in the granting of licenses by the 
Commission. 

The rural electric systems of the country have a tremendous stake in the 
Federal power-construction and marketing program. In the Pacific Northwest 
aand in the Tennessee Valley area, our systems depend completely on the Federal 
agencies for wholesale power. We oppose any legislation which provides for 
subsidy payments by the Federal Government to private utility companies. This 
bill would make feasible sites out of otherwise infeasible ones for private com- 
panies, and would destroy or reduce the feasibility of Federal development. 

We feel that the legislation proposed in House bill 7468 is entirely too broad 
and imposes no reasonable limits on the costs that may be imposed on the Federal 
power program by private utility companies wishing to construct hydroelectric 
facilities under FPC license. 

Such FPC precedent as exists on the determination of downstream benefits, 
indicates an attitude already completely favorable toward private utility com- 
panies. Last year, and the year before, we watched FPC General Counsel Willard 
Gatchell testify before Senate subcommittees strongly urging passage of S. 1574, 
the Senate version of H. R. 7468, and its predecessor S. 3434. We think action of 
this nature by FPC to be entirely inappropriate in view of the regulatory nature 
of the agency. FPC is not a legislative advisory group. It is established to 
apply the law in its regulatory procedures rather than to pass upon legislation 





40 FEDERAL POWER ACT 





which a'ters its very own organic act. We are of the opinion that what is 
needed is legislation to protect the power investment of the United States. We 
do not believe laws to guarantee added subsidy to the industry are desirable or 
necessary. 

As regards existing projects owned and operated by private groups, I would 
like to say that to now assess against downstream Federal projects a portion of 
the capital and operating costs of the privately owned upstream projects would be 
nothing short of a windfall or giveaway of the people’s resources to the private 
corporation. Feasibility of existing private projects was not based upon the 
payment to the Federal Government of downstream benefits and we contend that 
the people, as owners of the Federal resources of the Nation, are, in licensing for 
private development of these projects, adequately compensating the companies 
for such downstream benefits as may normally accrue. 

Based upon the foregoing facts, conclusions, and arguments, we respectfully 
urge that H. R. 7468 be tabled or that consideration of it be indefinitely post- 


poned. 

Mr. Cocuran. We are opposed to H. R. 7468, as we have been to S. 
1574, its Senate companion, and to an earlier Senate bill, and S, 3434. 

All three bills are similar except that several of the later sections of 
H. R. 7468 did not appear in the earlier bills. Sections 3, 4, 5, and 6 of 
H. R. 7468, however, simply make this bill even more unacceptable 
than were the other bills. 

We are opposed to the bill for the following reasons: 

1. Our people believe that the water resources of this Nation are the 
property of all of the people, held in trust by the Federal Government 
under the control of the Congress. We support the long established 
policies of the Congress in relation to these water resources, and since 
this bill provides for a radical departure from those policies we are 
opposed to its passage. 

2. We are opposed to this bill because section 2 is designed to facili- 
tate the so-called partnership program of the present administration, 
to which we are opposed. In the words of our convention resolution, 
passed in January 1956: 


* * * the power “partnership” of the present Department of Interior is not a 
true partnership with the people, but rather, with the investor-owned utilities 
that are dominating this Department as never before in the history of this coun- 


try. 

Section 2 of H. R. 7468 is an essential ingredient in this partnership 
and should not be passed. Passage of section 2 would facilitate the 
cream-skimming operation on federally controlled power sites which is 
underway by subsidizing aon development. ' 

3. We are opposed to this bill because it will result in an increase 
in wholesale power rates to our rural electric systems, not only by 
imposing private utility tolls on ea generated power, but by 
facilitating the destruction of the Federal yardstick program which 
is intimately tied to comprehensive development of water resources. 
Over 300 of our rural systems get all or part of their power from 
Federal projects. 1 ie 

4. We are opposed to this bill because, far from providing for 
“equity” as some of its sponsors contend, it provides for outrageous 
inequity. It would compel Federal power agencies to pay roughly 
$3 for every $1 paid for comparable benefits by private utilities. It 
would pave the way for absolutely unjustifiable windfall profits to 
private utilities who have built or have under construction, or who 
hold licenses for the construction of power facilities on our rivers. 

It would enable private companies which have long fought Federal 
development to erect upstream dams and profit from millions in public 
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investment in the very downstream dams which have been built in 
spite of everything the power companies could do to prevent their 
construction. 

It would enable private corporations not only to secure the use of 
public power sites and publicly owned water free of charge, but would 
compel the public to pay a subsidy to the gratuitous recipients of the 
privilege of occupying the public domain, a weird kind of equity. 

A brief picture of this “equity” provided in the bill as we see it is 
this: On the one hand, the Federal Government, with Federal funds, 
can build an upstream storage and power dam and plant on a site 
held in trust by the Federal Government. Any benefits accruing to 
private interests with power plants downstream which can be clearly 
measured are chargeable — existing law to private corporations 
receiving the benefits, provided the Federal Power Commission 
carries out its responsibilities. In this case, the expenditure of public 
funds have created a windfall to private corporations which is at 
least in part recapturable. The private corporation has suffered no 
financial damage. 

On the other hand, if H. R. 7468 is passed, a private power company, 
after voluntarily securing a license to develop a public resource as a 
orivate profit venture, can finance about 44 percent of the cost with 
interest-free loans from the Treasury, secure additional subsidy by 
levying a toll on all publicly generated power downstream, and con- 
tinue to enjoy the fruits of both subsidies and the gift of a valuable 
power site in perpetuity. 

In this case, a private corporation has not only been authorized to 
build an electric toll gate on a public river, but the corporation has 
been subsidized by interest-free loans, by tolls collected on downstream 
public generation, and has been assured that no local or State govern- 
ment can jeopardize its control of that publicly owned site at any 
time in the future. 

The difference in these cases is that in the first case public expendi- 
tures have created recapturable windfalls to private corporations; in 
the second case, public subsidies to private corporations have been 
added to public subsidies to develop a public resource. 

5. We are opposed to this bill codinaeh it would enable the Federal 


Power Commission to pile an additional subsidy on top of one or 
another of the two gigantic subsidies already approved by that body 
in its decision No. 264, and in its recent decision on the Amere Gas 
case. 

6. We are opposed to this bill because it would, by expediting 


“partnership,” upsetting the feasibility studies and in other ways 


jeopardize the whole Federal program of river-basin development. 

Most of the foregoing objections run primarily to section 2 of the 
bill. 

7. We are opposed to sections 3, 4, and 5 because we have neither 
seen nor heard any justification for thus restricting the scope of au- 
thority of the Federal Power Commission. 

8. Our opposition to section 6 should be manifest on the basis of 
our prior Gielen: What this section does, in fact, is to destroy 
the relicensing preference presently granted in the Federal Power Act 
to State and local governments and pave the way for granting actual 
ownership to power sites, in perpetuity, to private power companies. 

We are not only adamantly opposed to the destruction of the pref- 
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erence rights of State and local governments to power sites, but we 
are surprised to find that the administration’s “partnership” advocates 
did not request that this committee delete this section. . The admin- 
istration has consistently insisted that its “partnership with local in- 
terests” included State and local governments, as well as power 
companies. 

9.. Our opposition to this bill is not lessened by the fact that it is 
sponsored by the National Association of Railroad and Utilities Com- 
missioners, which, despite the fact that it occupies rent-free Federal 
office space as a “public agency” has long been one of the “fronts” of 
the very power companies its organizers ostensibly regulate. 

In summary, then, Mr. Chairman, we are opposed to this bill be- 
cause it would be destructive of wise and equitable Federal power 
policies designed to benefit all of the people; it would mean higher 
rates to our farmers; it would mean subsidy added to subsidy to an 
industry already virtually guaranteed a fair rate of return. 

We cannot see how any benefits would accrue to anybody under this 
bill except the private power companies, and we do not really believe 
that they require additional subsidy. Doubtless, it would increase 
the FPC staff for work in computing subsidies, but this is of dubious 
benefit to anybody. 

This latter reference is to the fact that in 1954 a spokesman for the 
Federal Power Commission stated in the hearings on S. 3434 that 
passage of the bill would not necessitate an increase in staff, but in 
1955 in the hearings on S. 1574 he stated that the delay in assessing 
charges to private companies, under existing law, for benefits in 
Federal dams was the result of staff shortages which had been or 
was being remedied by increased appropriations. 

We greatly appreciate the opportunity to apepar, Mr. Chairnian. 
If there are any questions, we would be happy to do our best to 
answer them. 

Mr. Roeers (presiding). Thank you, Mr. Cochran. The committee 
is glad to have you here. Mr. Hinshaw? Y 

Mr. Hrinsuaw. I was going to remark that the politics brought into 
this statement are on the whole rather amusing in view of the fact that 
the bill is introduced by a very highly esteemed opponent to the ad- 
ministration, and you intend to lay the fault in your mind of this bill 
at the administration, when somebody else has introduced the bill. 
How come ¢ 

Mr. Cocuran. Our intention was certainly not that, Mr. Hinshaw. 
We made reference to the administration’s partnership program be- 
cause this bill is a part of the pattern of legislation and policy neces- 
sary to facilitate that. 

Mr. Hrnsnaw. However, this is not an administration bill. You 
admit that ? 

Mr. Cocnran. The Federal Power Commission has, we think, taken 
a highly active role. é 

Mr. Hinsuaw. Youthink. Do you know? 

Mr. Cocnran. The hearings on these bills, Mr. Hinshaw, are full of 
Ler png from the Federal Power Commission pushing this legis- 
ation. 

ao Hinsnaw. That might be, but it is not an administration bill, 
is it 
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Mr. Cocnran. The Federal Power Commission and some of the 
advocates of the bill have quoted in both of the prior Senate hear- 
ings—we have not seen the record of this committee’s hearings—from 
the President’s budget message for 2 successive years recommending 
this legislation, so I think it is clearly an administration bill, regard- 
less of who introduced it in either of the Houses. 9 

Mr. Hinsuaw. It is very interesting to find Democrats introducing 
an administration bill other than the chairman of the committee. 

Mr. Cocuran. The comparable bill was introduced by Senator Gold- 
water, of Arizona. 

Mr. Rogers. The Chair recognizes the gentleman from Georgia, 
Mr. Flynt. 

Mr. Fiynt. I have no questions. 
ae Rocrrs. The Chair recognizes the gentleman from Maine, Mr. 

ale. 

Mr. Hatz. You use the word “subsidy” in a sense that is abnormal 
tome. What is your idea of a subsidy ? 

Mr. Cocuran. A subsidy to me is a grant of public funds to a private 
individual or corporation. 

Mr. Hinsuaw. For what petpees g 

Mr. Hatz. For what purpose ! 

Mr. Cocnran. Normally, they are not made unless the people mak- 
ing them assume that they are for the public benefit. This is always 
a highly controversial point, as to whether or not a given subsidy is 
for the public benefit. 

Mr. Hate. If I read this language correctly, section (b) says— 
‘Whenever any hydroelectric power project owned by the United States is or will 


be benefited by the construction, operation, or maintenance of a reservoir or 
other water-use facility, the Commission, after notice— 


and so on— 


shall determine and fix a reasonable and equitable annual charge to be paid to 
the owner of such facility during such benefits. 

Where do you read a subsidy into that ? 

Mr. Cocuran. I think the clearest answer to that question would 
be the statement made by Kinsey Robinson, president of the Wash- 
ington Water Power, and president, and I believe, of the Pacific 
Northwest Power Co., which is a combination of 5 companies, when 
he said that the desire of the private utilities in the Northwest to 
develop certain dam sites in that area hinged on the settlement of 
. problems, 1 of which was the passage of the Downstream Benefits 

ct. 

Clearly, in his mind was the idea that this would facilitate private 
development of the dams. 

Mr. Hane. I don’t want to get into the politics of the Northwest. 
I live about as far away from the Northwest as anybody can live. 
However, somebody builds a storage reservoir. Private interests 
build a storage reservoir which benefits a downstream power project. 

All this bill says is that the downstream power project which bene- 
fits from the construction of the storage reservoir shall pay a fair 
remuneration for the benefits. Why is that a subsidy? What is un- 
fair about it? 


Mr. Cocuran. In the hearings in the Senate, the Federal Power 
Commission reports to the 2 Washington Senators as to how these 
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benefits would be computed and indicates that under this bill—you 
have to assume 2 situations; a private company builds a dam which 
produces the same kind of benefits to a public company or the Federal 
Government builds it and the benefits go to a private company—if 
the amount of the benefits in terms of kilowatt capacity were equal, 
the cost to the consumers of Federal power would be three times as 
much as that to the private agency because of the difference in the 
charges that would be levied, 214 percent interest on Federal funds, 
and 6 percent 

Mr. Hae. Where do you find that in the bill? You are not an- 
swering my question at all. I am not interested in the Northwest, 
but in Maine we have a great many hydroelectric power develop- 
ments. 

In order to have an efficient hydroelectric power development you 
generally have to have upstream storage and the upstream storage 
gives a more constant flow of water to the hydroelectric development, 
and hence, enables the owner of the hydroelectric development to fur- 
nish more firm power. 

Oftentimes the owner of the hydroelectric development builds the 
storage reservoir himself, in which case the whole thing is in one own- 
ership and the owner of the hydroelectric development gets the cost 
of building the storage reservoir as part of his rate base, and he earns 
money on it. 

If somebody else builds the storage reservoir and the downstream 
utility generating station gets the benefit, I do not see anything unfair, 
or unreasonable, or inequitable, in his paying for it. I do not see why 
you call it a subsidy, and, of course, whether the sum which he pays 
for the benefit of having the storage reservoir is reasonable or unrea- 
sonable is something for the Federal Power Commission to determine, 
but your use of the word “subsidy” is frankly offensive to me. 

Mr. Cocuran. Would it be all right, Mr. Chairman, if our engineer 
explained this? 

Mr. Rocers. All right. 

Mr. Rosrnson. My name is Charles A. Robinson, Jr. I am staff 
engineer with the National Rural Electric Cooperative Association. 

I would like to give one example of what we would call a subsidy, 
Congressman. Supposing a private power dam were constructed in 
1925, fully feasible on ‘the existing basis without any downstream 
benefits and that the project was practically completely paid for at 
the present time; that is, the rates charged by that utility company 
have been based upon the total cost of the project. 

Now, assume you build a downstream Federal project below this dam 
at the present time. Would you expect the Federal Government 
should, as would be required under this bill, start to pay the power 
company for the benefits conferred upon that project that has been 
in existence for 25 years, say ? 

That seems to me to be a clear windfall. If a project is paid for, 
the Government then starts to pay under this legislation. The legis- 
lation is retroactive in its operation in that case. 

Mr. Harz. What you postulate is that the Government builds a 
generating station at a point on the stream where they do, in fact, 
derive benefit from storage facilities erected, I don’t care if it is a 
century ago, by some private enterpriser. The site for the Federal 
project is presumably chosen largely because the storage is there. 
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Why shouldn’t the Federal Government pay for it? 

Mr. Rosrnson. That may be true, but the people who have bought 
that electricity have already paid for the project once. What the 
legislation would do is, then, just turn over a windfall profit to the 
company because it happened to have that dam located in a river 
where a Federal project is later built. 

Mr. Hate. I do not think it is profitable for me to argue the thing. 

Mr. Rosinson. Also, under section 2 of H. R. 7468, at the top of 
page 2 of the bill, it says— 

The annual charges hereunder shall be such part of the fixed costs of the facility 
furnishing the benefit— 

that would be the fixed cost of the private utility that was conferring 
benefits on the downstream project— 

plus such part of the annual operating and maintenance costs of such facility, 
including land rentals and similar charges, as the Commission may deem 
equitable. 

The information furnished to the Senate committee during its con- 
sideration of the bill by the Federal Power Commission indicated that 
the fixed costs of a private project are three times the fixed costs of 
a Federal project. 

In other words, for a unit benefit conferred, the Federal project 
would have to pay the private project three times what the private 
project would have to pay the Federal project if the conditions were 
ee This is a substantive change in the existing Federal Power 
«\ct. 

The determination of how these benefits shall be measured as out- 
lined in section 2 of H. R. 7468 is a substantive change in the wording 
of the Federal Power Act, which increases the differential, the money 
that would be paid by a Federal project to a private project, or by a 
private project to a Federal project. If you disagree with the word 
“subsidy,” then it makes the pavments more out of balance. 

Mr. Hate. That is all, Mr. Chairman. 

Mr. Rocers. The Chair recognizes the gentleman from Mississippi, 
Mr. Williams. 

Mr. Wixit1AMs. No questions. 

Mr. Rogers. The Chair recognizes the gentleman from Iowa, Mr. 
Dolliver. 

Mr. Dotuiiver. I would like to direct one question to Mr. Cochran, 
and this arises from my ignorance of the law, and I am anxious to be 
informed. 

Is it true at the present time that where a private project is bene- 
fited by an upstream development on the part of the Federal Govern- 
ment, those costs or the fair benefits may be assessed against the pri- 
vate project ? 

Mr. Cocuran. That is true. I believe it has been true since 1920. 

Mr. Dotiiver. However, the reverse is not true, that the Federal 
project benefited by an upstream private project does not have recipro- 
cal rights? 

Mr. Cocuran. That is right. 

Mr. Douiiver. I thank you. That is all. 

Mr. Rogers. Does the gentleman from New Jersey have any ques- 
tions? 

Mr. Wotverron. No. 
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Mr. Rogers. Mr. Cochran, let me ask you one question. I probably 
should know the answer to this question myself. I was advised that 
at the present time the Federal Government is collecting benefits from 
eee companies, but that private companies are not allowed to col- 
ect benefits from the Federal Government. 

Do you know anything about that phase of this problem? 

Mr. Cocnran. Up to the time the hearings on a comparable bill of 
this kind were held 2 years ago, the Federal Government had never 
collected a cent from a private project for benefits conferred. Since 
then, there has been some activity and I would like to ask our engineer, 
has the Federal Treasury gotten any money yet out of a private dam 
for benefits conferred ? 

Mr. Rosrnson. Yes; I think they have gotten a limited amount. 

Mr. Rogers. What is that limited amount? Could you give us 
some information about it? 

Mr. Rosrnson. I would be happy to furnish that for the record, but. 
I believe Mr. Gatchell, General Counsel to the Federal Power Com- 
mission, is present and could give the exact figures on that. 

I would like to cite the develiinniaik of the Roanoke Rapids project. 
on the Roanoke River, a project owned and built by the Virginia 
Electric Power Co. It was built subsequent to the time the John H. 
Kerr Federal project was finished upstream from it. During FPC 
hearings on that project the benefits that were estimated as bein 
conferred on the private project by the Federal project were estima 
at anywhere from $250,000 to almost $2 million per year. 

To my knowledge, the Commission is still investigating that situa- 
tion, but in a preliminary order some time ago it indicated that it 
was gong to use only the very lowest estimate of $250,000 per year 
in figuring the benefits conferred on the private project by the Fed- 
eral project, and the legislation now under consideration, H. R. 7468, 
confers the broadest possible power on the Commission to make these 
determinations. 

There is no person in the world that can reach up to the Lord and 
come down with the exact figure as to how much one project may 
confer on another, and there is a tremendous range of difference 
between various engineers when you tackle any particular river basin, 
and it is awfully broad authority. 

Mr. Dotuiver. However, there is general agreement among enigi- 
neers that some benefit generally is conferred ; is that not true ’ 

Mr. Roprnson. Yes, sir. 

Mr. Dotttver. I saw some benefit. I am not evaluating. 

Mr. Rorgrnson. Oh, yes. 

Mr. Roecers. Let me carry that one step further. Is it the position 
of your organization that if the Federal Government is collecting 
benefits that it would be better for the Federal Government to stop 
collecting those benefits or for legislation to be passed denying any 
recovery for benefits, rather than to pass this bill where the private 
power companies would have the privilege or right of asserting finan- 
cial interest against the Federal Government, and vice versa ? 

Mr. Cocuran. Mr. Chairman, this has not been up for discussion. 
We had not considered this alternative. Our strong preference, I 
am sure, even if we had taken it up as a policy matter, would be to 
leave the act as it is, and this is our thinking. 
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The grant of a license to a private corporation to develop a public 
power site is not a right but a privilege. The company does not 
solicit that license unless it. thinks that it is a good financial proposi- 
tion which will benefit the company. 

Mr. Rogers. If you will yield right there, those licenses are pretty 
valuable things as far as that is concerned. 

Mr. Cocuran. They are very valuable. This is part of the public 
domain. Our thinking is that if a corporation wants a license to 
develop a certain site in accordance with what we would like to think 
is a comprehensive plan for that river basin, it knows what it is asking 
for, it has checked its bookkeeping and accounts, and it considers it a 
good proposition. 

If in the future public expenditure of funds should enable that com- 
pany to generate more power or firm power, which is more valuable, 
from that project, we see no reason why the company should not make 
some payment in return for those benefits. 

Conversely, we see no justification for granting to a private corpora- 
tion a license to occupy and use a part of the public domain and, either 
at that time or subsequently, enable that corporation to levy a toll on 
power consumers benefiting from generation downstream from that 
project. 

We do not see the logic of it. Our basic assumption is that these are 
publicly owned resources. When private individuals come in, they 
develop them on their own initiative. 

Mr. Rogers. Your position probably is, Mr. Cochran, that if there 
is any offset, the offset is between the license granted to the company 
and the benefits that might be derived by the Federal Government 
from the dam that is built. 

Mr. Cocuran. I am not sure that I get your question, Mr. Chairman. 

Mr. Rogers. You say that the license is, of course, to use public do- 
main as a source of energy that they want to sell to the public on a 
profitmaking situation, which is true. Is it your position that the 
license, being granted to those people, is secnatinten of value; in other 
words, it is a valuable item, and that whatever benefit this company 
has to pay to the Federal Government that is derived from another 
operation that is set up by the Federal Government on that same stream 
is really offset by the fact that they get the license to use the stream 
in the first place, it being public domain ? 

Mr. Cocuran. If a private corporation is compelled to pay for any 
benefits which it receives from Federal projects subsequently de- 
veloped, it certainly would not be required to pay more than the value 
of those benefits to it and there would be no inequity involved. 

‘Mr. Rogers. Let me put that one more way so I can get the record 
clear. In other words, you are taking the position if the Federal Gov- 
ernment is required to pay to a private company for benefits, then the 
fact that they have also issued a license and are having to pay benefits, 
they are having to pay twice where they are only collecting once? 

Mr. Cocuran. Our thinking is that a private corporation occupies 
and develops one of these sites with a view to only the profits and bene- 
fits which flow from the exploitation of that site as developed at that 
time, and that subsequently the Congress should not come in and 
confer upon them additional benefits, but in addition—and we are 
greatly disturbed about this—this bill isa part of a pattern to facilitate 
corporations moving in and breaking up the comprehensive develop- 
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ment of these river basins and we are very strongly convinced, as was 
President Taft, who said in his budget message that creating diversity 
of ownership in a river basin would interfere with the comprehensive 
development and utilization of those resources, and he vetoed a bill to 
prevent it. 

We like that kind of thinking. 

Mr. HinsHaw. Mr. Chairman, I would be interested in the citation 
of that quote. 

Mr. Cocuran. We will get it for you. 

Mr. Rogers. You can furnish that for the record. 

Mr. Cocuran. We will do that. 

Mr. Rocers. I have another question in regard to the licensin 
features of this bill. It has been argued, as 1 understand it— 
cannot quote the citation for this, but I have been told—that it would 
cut down on the administrative operations of the Federal Power 
Commission if the licensing features of this bill were adopted. 

The thing that strikes me as rather odd is that in the first part of 
the bill, where you are moving into a situation where the Federal 
Power Commission has to take on the determination of what are 
benefits and what are not benefits, and what are conferred and 
what are not conferred, they are taking on an administrative operation 
there that will far outstrip any that they lose by virtue of that 
licensing situation. 

Mr. Cocuran. This can become an astronomical job of computing, 
where you would have to buy a Univac, and if there are disputes, it 
will undoubtedly result in extended litigation from both sides. 

Mr. Rogers. What I am thinking about is just the facts about the 
thing. We were told in the gas hearings that the Federal Power 
Commission did not have the wherewithal insofar as employees are 
concerned to carry out the policies insofar as the control of the gas 
at the wellhead was concerned at that time, and as far as I am con- 
cerned, I am not for furnishing those employees, but I mean, here we 
are getting into an administrative situation where it looks like we are 
blowing hot and cold in the same breath. I wondered if you had any 
comments to make on it. 

Mr. Cocuran. Our only comment is that we think that 1 of 2 things 
would result from this: It would either turn out that the balancing 
of the benefits gave you a figure which would not warrant the ex- 
penditure of funds, or that by the careful selection of sites, the private 
companies could really find the goose that laid the golden egg, because 
by their very nature, private corporations have a freedom and fluidity 
of movement and action which Government does not have, and we 
are desperately afraid, that if this bill passed, they would carefully 
select those sites from which they seas get the major benefits and 
which would at the same time do most to cripple the comprehensive 
development of our river basins. 

May I say, Mr. Chairman, if I may here, just to save time, that 
the reference Mr. Hinshaw wanted is President Taft’s veto of the 
White River bill in 1912. Do you want the quote passed to the 
reporter, Mr. Hinshaw, or did you just want the reference? 

Mr. Hinsuaw. You made the quote. I wanted the reference and 
the context. 

Mr. Cocuran. It is a brief paragraph. Shall I read it? 

Mr. Hrnsuaw. It is past 11 o’cloc 
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Mr. Rogers. Let him just insert it in the record here. 

(The document referred to follows :) 

Similarly President Taft in his White River veto message of 1912 showed 
his understanding of the entire problem when he wrote: 

“The lower river is being improved by a series of dams belonging to the 
Federal Government. This dam, situated in the upper reaches of the river, is, 
according to the report of the engineers, capable of becoming part of this general 
Federal improvement of navigation. To introduce a diversity of title into a 
series of dams which may all become eventually a part of a single improvement 
directed at the same end would, in my opinion, be highly objectionable.” 

Mr. Rogers. Do you have any questions, Mr. Mack? 

Mr. Mack. I have no questions, Mr. Chairman. 

Mr. Rocers. Mr. Wolverton, the gentleman from New Jersey ? 

Mr. Wotvertron. Mr. Chairman, I regret that I was late. The train 
was late getting in. It may be what I will inquire about has already 
been testified to. 

I note from your statement and the words you just used that you 
are are “desperately interested.” I would like to know why has your 
opposition to this legislation been so long in being presented to this 
committee ? 

This bill, H. R. 7468, was introduced July 19, 1955, nearly a year 
ago, and we held hearings on this and there was nothing brought to 
our attention that indicated that there was any opposition to the bill, 
and now I see by your testimony this morning and by the large num- 
ber who are presently interested in the subject that you are, as you 
have stated, desperately interested. 

How does that come about on a matter as important as this, that 
there has been nothing done by your organization with respect to the 
legislation so far as informing us is concerned as a committee ? 

Mr. Cocuran. Mr. Wolverton, I apologized to the chairman and 
the committee at the beginning for our having let your earlier hear- 
ings slip by. We had testified in the Senate on two occasions because 
the bills had come to our attention, and in this case we simply did not 
have them called to our attention. We have a very small staff and 
it just slipped by us and we are very apologetic to you for having 
delayed this committee by not having applied earlier to be heard. 

Mr. Wotverton. Of course, committees of Congress, as you are well 
aware, are dependent upon outside interests in legislation to be in- 
formed as to what is good and what is bad, and who are for it and 
who are against it, so that this committee was acting on that assump- 
tion, that there was no opposition to it, because no one appeared in 
opposition to it. 

Mr. Cocuran. We are very sorry. 

Mr. Rogers. Are there any other questions ? 

Mr. Hinsuaw. Mr. Chairman, I would like to point out that the 
quotation given by President Taft was in relation to a navigation 
improvement on a certain river, and in this case the dam, White River 
Dam, apparently proposed to be authorized by legislation, and which 
legislation he is supposed to have vetoed, or was vetoed, was upstream 
of the Federal dams, and hence supposed, according to the gentle- 
man’s statement, to benefit the Federal system to some extent, and it 
was a matter of introducing a diversity of title into a series of dams, 
which I think probably has some reason, but conferring of benefits is 
an entirely different subject, I believe, is it not ? 
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Mr. Cocuran. It is a different subject. I would say they are cer- 
tainly closely related to the extent that the payment of benefits facil- 
oa and expedites the creation of diversity of titles in our river 

asins. 

Mr. Hinsuaw. The creation of diversity of title, that is perfectly 
true, but if the title is already created, then by taking a Government 
position at a later time and creating a Government dam, the Govern- 
ment is compounding the diversity, is itnot? 

Mr. Cocuran. If I understand you, are you saying when the Gov- 
ernment adds another dam to a river where there are already private 
projects it is compounding the diversity ? 

Mr. Hinshaw. Yes. 

Mr. Cocuran. Possibly so, but it is the responsibility of the Gov- 
ernment to develop water resources. 


Mr. Hinsuaw. Not necessarily. It is a business: of the. Gov- 
ernment to see to it that the water resources are developed, whether 
it does it itself or otherwise. ; 

Mr. Rogers. If there are no other questions, the subcommittee will 
stand adjourned until the further call of the Chair. We have another 
subeommittee in session right now and the House is in session. 

(The following material was submitted for the record :) 


Unitep States SENATE, 
COMMITTEE ON FOREIGN RELATIONS, 
July 3, 1956. 
Hon. OrEN Harris, 
Chairman, Subcommittee on Transportation and Communications, 
Committee on Interstate and Foreign Commerce, Howse of Representa- 
tives, Washington, D.C. 

DeEAR REPRESENTATIVE Harris: I am submitting this statement in opposition to 
H. R. 7468, which, in my judgment, is completely against the public interest. 

Attached is a copy of my testimony in opposition to a similar Senate bill, 
S. 1574, which I request be made a part of the record on H. R. 7468 along with 
this letter. 

The main purpose of these bills is to have the Federal Government pay for 
incidental downstream benefits conferred by non-Federal projects on navigable 
streams. As my Senate statement indicates this is tantamount to having the 
people of the United States pay for the use of their own resources with the 
payments going to private utilities which already have received valuable rights 
to the use of public resources. 

In addition to my statement on 8. 1574, I would point out that the President’s 
argument in favor of a measure of this sort lacks substantiating facts: In his 
1954 budget message he recommended a bill of this sort saying that it was only 
fair to require the United States to pay for downstream benefits in the same 
fashion as utilities are supposed to pay the United States for similar benefits. 
The attention of the committee is called to the reports of the Bonneville Power 
Administration on this subject. The latest report for fiscal year 1955 (trans- 
mitted in February 1956) states (schedule 14, p. 5): 

“9. Revenues from downstream non-Federal plants.—The Federal Power Act 
(16 U. 8S. C. 803f) provides that a licensed project receiving benefits from the 
upstream improvements of another licensed project or of the Federal Govern- 
ment shall make payments on account of such benefits. It is the responsibility of 
the Federal Power Commission to determine the amount, if any, that non-Federal 
power installations on the Columbia River and its tributaries will have to pay 
for downstream benefits received or to be received from the Federal storage 
projects, namely, Hungry Horse, Albeni Falls, and Columbia Basin projects 
(Grand Coulee Dam) of the Columbia River power system. During the fiscal 
year 1955 benefits were received by the non-Federal projects, but no revenues 
have been accrued in the accounts of the Columbia River power system for such 
benefits because the Federal Power Commission has not rendered a decision as 
to the amounts payable, if any, by the beneficiaries.” ° 

The same kind of statement is to be found in the 1954 report. 
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In other words, despite the fact that Federal dams have for years conferred 
benefits upon downstream private utilities in the Columbia Basin, no money has 
been collected by the United States from those utilities, The FPC, which has 
endorsed legislation of this kind, has not made the determinations of what 
amounts are owed to the United States by the utilities in the Columbia Basin 
which is the area most affected by this proposal. 

H.-R. 7468 would also change the recapture provisions for projects at the 
end of the 50-year license period. It is hard to see how this proposal benefits 
the people of the country, whose resources are involved. 

I would urge the committee to read with care the minority views on S. 1574 
submitted by my colleague, Senator Neuberger. It demonstrates clearly that this 
ee be a bonanza for the private utilities and an unfair burden to the 
public. 

With kind regards, 

Sincerely, 
WaAyYNE Morse. 


S. 1574, CoRNERSTONE OF THE PARTNERSHIP GIVEAWAY-——-STATEMENT BY SENATOR 
WAYNE Morse, DEMOCRAT, OREGON 


S. 1574, the so-called downstream benefit bill, would have the taxpayers foot 
the bill for the “partnership” dams proposed by the administration and the 
private utilities. 

Supposedly partnership is designed to relieve the Federal Government and 
the taxpayers of great portions of the cost of multipurpose dams. That is the 
major argument for turning over the revenue-producing power features of 
multipurpose projects. Yet this bill would shift the burden, or an appreciable 
part of it, back upon the taxpayers while the revenues from power would 
be handed over to the private utilities. 

A measure of this type was first proposed by President Hisenhower in his 1955 
budget message. He said: 

“Under the Federal Power Act, licensees of hydroelectric projects which bene- 
fit from headwater impoundments of other projects, either public or private, 
must make annual payments to the upstream developer in accordance with bene- 
fits received. The Federal Government is not required to make similar payments 
when Federal projects derive such benefits. In simple equity, this should be 
done. I recommend enactment of legislation which would require such Federal 
payment.” 

Since its enactment in 1920 the Federal Power Act has provided that non- 
Federal dam owners would pay the United States for downstream benefits con- 
ferred by the orderly release of waters from Federal dams. What the President 
did not say in his budget message is that not one cent of revenue has been received 
by the United States Treasury under this 35-year-old law. What then is the 
“equity” which he advocates? What is the inequality that must be balanced 
off? It is nonexistent. a 

Early attempts to apply the law were abandoned because the cost of admin- 
istration would have been greater than revenues. But in recent years down- 
stream benefits from Government dams have been greatly increased. As an ex- 
ample, water, stored and released from Hungry Horse has increased the power 
output of Washington Water Power’s Cabinet Gorge Dam. It has yet to pay 
anything for the substantial benefits received. 

The policy of the 1920 law is sound. Private utilities should pay for the in- 
creased power capacity conferred by upstream Government dams. Thye sell that 
additional power at a profit. I am advised that they sell it at a greater profit 
than power they generate themselves because it costs the utilities less to produce. 

As I said in a statement on a similar bill last year: 

“The philosophy of this proposal is certainly novel. Our streams are the 
common heritage of all the people. When a license is issued to a non-Federal 
agency or a private utility it is conferred because it is deemed that the public 
convenience and necessity will be served and because the utility desires to invest 
funds and make a profit. It should be borne in mind that the utility is using 
community property for which it does not pay and often has the benefit of the 
Government’s power to condemn property for a public use. 

“It makes sense that when the United States builds and operates a dam that 
increases the efficiency of downstream non-Federal dams the downstream bene- 
ficiary should compensate the Federal Government if it is feasible to compute 
the payment. 
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“The reverse does not follow. The non-Federal user is, in the first instance, 
employing water in streams that belong to the citizenry at large. Private utility 
power dams are not designed to improve the streams in order to create down- 
stream benefits. That is an incidental byproduct of their operation. 

“It would be strange to exact payment from the taxpayers to compensate utili- 
ties for such incidental improvements of resources that belong to all of the 
people.” 

The purpose of this bill is clearly revealed in an article in the Wall Street 
Journal. Now listen to the report of the Wall Street Journal on August 24, 1954, 
on the views of the President of the Pacific Northwest Power Corp., the combine 
that proposes almost all the partnership projects in the Columbia River Basin. 
This is what the Wall Street Journal reports that he said: 

“* * * two fundamental questions must be settled before the company could 
proceed to build the dam—a downstream benefit act of Congress, to standardize 
assessments of costs to downstream dams for benefits from upstream water 
storage, and a decision whether the Federal Government is willing to advance 
funds for flood-control features of the dams.” 

This proposal would have the taxpayers pay for incidental downstream benefits 
from so-called partnership dams. In that fashion the taxpayers would foot the 
bill for the partnership scheme which is supposed to save the taxpayers money. 

The sad thing is that some of the partnership projects which are proposed and 
conditioned upon this scheme are poor substitutes for more effective storage 
projects like the high Hells Canyon Dam. 

Under this proposal Libby Dam—a multipurpose power and storage for flood- 
control project—would be made feasible as a partnership project, at higher power 
costs to consumers. 

As further indication of the interrelationship of this bill and partnership, I 
would cite the John Day Dam partnership bill H. R. 5789. In the section on com- 
putation of costs it is provided that the net of downstream benefits received and 
conferred would be paid or received. The fact is that at the John Day project 
at this time and until there is upstream storage on the Snake, Salmon, or Clear- 
water Rivers, downstream benefits received or conferred would be negligible. 
Yet, the John Day partnership bill seeks to establish a downstream benefit pay- 
ment precedent. 

This is a bad bill. It is the cornerstone of the so-called partnership scheme 
under which the private utilities would be permitted—no, paid—for taking over 
multipurpose storage dam site. It is a double giveaway. The private utilities 
would not only receive the revenue potential of the dam sites which should be 
developed in the public interest ; they would be paid to enable them to do so. 





CHAMBER OF COMMERCE OF THE UNITED STATES, 
Washington, D. C., June 28, 1956. 
Hon. J. Percy Priest, 
Chairman, Committee on Interstate and Foreign Commerce, 
House Office Building, Washington, D. C. 

DEAR Mr. Priest: The Chamber of Commerce of the United States favors the 
principles embodied in H. R. 7468 to amend the Federal Power Act, so that Federal 
power projects would be rewired to pay for benefits received from upstream 
non-Federal projects. 

Under present law, the Federal Government is not required to reimburse the 
owners of an upstream reservoir for any benefits which a Federal power project 
oy derive from that reservoir, although non-Federal agencies are required to 
do so. 

Both electric companies and Government power agencies are engaged in the 
utility business. They make identical use of the Federal Government’s interest 
in land and water resources by developing hydroelectric power. They render 
practically identical service to the public, and they have practically the same 
effect on interstate commerce. 

Any Federal regulation of the power industry deemed necessary by the Congress 
should be applied to the utility business as a whole, without discrimination or 
preference to any particular group of operators. H. R. 7468 would eliminate an 
unfair practice in the payment for upstream benefits and thus is in the public 
interest. 
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The chamber also supports the principle in H. R. 7468 of permitting a licensee 
under the Federal Power Act to be relicensed at the expiration of his FPC license, 
provided that the United States does not exercise any right to take over, maintain, 
and operate the licensed project. This right of relicensing should be extended 
to all developments licensed under the Federal Power Act. Public Law 278 of 
the 83d Congress extended this right to public (non-Federal) agencies. This was 
a constructive amendment to the Federal Power Act. Section 6 of H. R. 7468 
would extend this relicensing privilege to private companies, thus treating all 
operators alike. 

The chamber has long supported the principles of Federal licensing of water 
power development and Federal regulation of interstate commerce in electric 
energy as laid down in the Federal Power Act. The Federal Power Act originally 
was intended to provide Federal assurance to the continuity of utility service 
ereated by private investment. The Congress should now reaffirm this intention 
by further amending the Federal Power Act as provided in H. R. 7468. We urge 
your committee to report favorably on this bill. 

I would appreciate it if you would make this letter a part of the record of 
hearings on this bill. 

Cordially yours, 
CLARENCE R. MILEs. 


(Whereupon, at 11:06 a. m., the subcommittee adjourned, to recon- 
vene at the call of the chair.) 

(Note.—Time in this session of Congress did not permit further 
hearings. Therefore, testimony received to date is included herein.) 
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